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Dear Mr. Ingar: 

I take pleasure in presenting herewith the Report of the Internation- 
al Planning Team on Small Industry in India. In a series of chapters 
it discusses some of the problems and opportunities now existing in the 
industrial economy of this nation. 

The Report} in part, reviews certain policies, analyzes current con- 
ditions and prospects, and looks into possible solutions for the devdopment 
of industry. This analysis has served as a basis for the conclusions and 
recommendations presented. 

Both the team and The Ford Foundation have been gratified by the 
generous response and unfailing cooperation which was received from 
Government — Central. State and Local and from private organisations and 
individuals whose assistance was sought. I greatly appreciate their invalu- 
able contributions to the team’s work and the genuine desire to be helpful, 
which they showed at all times. 


RespectfiiUy .submitted, 
Douglas Ensminger, 
Representative in India. 


Mr. H. V. R. lengar 
Secretary 

Ministry of Commerce and Industry 
Government of India 
New Delhi 



CONTENTS 


Page 


Summar>^ of Conclusions and Recommendations. i 

Introduction Ii 

CHAPTiiR I — Multi-purpose Institutes of Technology For Small In- 
dustries. 2C 

CHAPTtR II — Design and Methods of Supply For Quality Products 

in Handicrafts, Artcrafts, and a Specialised 
Sector of Small Industries. .... 2? 

Chaptlr hi — C redit and Finance. ...... 36 

Chapter IV — Trade Associations 43 

Chapter V — Cooperatives . 4C: 

Chapter VI — The Industrial Process — Its Implementation. . 56 

Chapter VII — Marketing and Distribution. .... 67 

Conclusion. ....... 7fe 

Biographical Data On Members of the International 
Planning Team, ...... 75;. 



SUMMARY OF CONCLUSIONS AND RECOMMENDAHONS 


The Indian niarket is one of the largest potential domestic markets 
in the world. If this market is fully developed in both the cities 
and the villages, it can stimulate ^rhaps the greatest industrial 
revolution ever seen, and make India one of the foremost producing 
and consuming areas in the world. 

In the field of agriculture, which necessarily was given first 
development priority, good progress is being made. The rate of 
development of small industries is, however, slow, far slower than is 
possible. Many small industries are now facing a crisis, deteriorat- 
ing in output and in employment, and increasingly tmable, because 
of declining demand and production, to pay better wages or lift the 
standard of living of its employees. 

There are several reasons for this deterioration and this slow 
rate of progress: too little initiative on the part of private sector: 
too great reliance upon Government to take action; and upon Gov- 
ernment purchasing orders; outdated production and marketing 
methods; lack of credit facilities and lack of systematic approach 
toward improvement. 

The study team’s major impression, however, is that the basic 
causes of present deficiencies in small industry are methods of 
management and production which fall far short of meeting modern 
demands for efficiency; plus reluctance or failure to adopt improved 
rationalized methods. 

The challenge for rationalization must be met as part of a forward 
looking industrial programme that will encourage and accelerate 
evolutionary grPwth. Without rationalization, the natural talents 
of Indian workers and craftsmen are being wasted in a hopeless 
race against modem technology. Unless and until these workers are 
helped to produce more goods and more wealth, neither wages nor 
living standards can be raised. “You cannot divide what you do 
not first produce”. 

To prevent rationalization, to stop the processes of moderniza- 
tion. is not only illogical, it will force stagnation and retrogression 
of Indian small industry. 

In large part resistance to modernization derives from fears, 
which are widespread, of technological unemployment. These fears 
are illfounded and unjustified. Perpetuation of inefficient outdated 
methods has more (hrastically reduced employment than any 
modernization could have done — and without opening prospects for 
the future. 

Modernization on the other hand creates employment. Improve- 
ments meam more and better products at lower and lower cost 
price, and result in greatly expanded demands and markets, and 
thus erqumded job opportunities. Reluctance or failure to appreci- 
ate tills conoqpt is not only responsible for many of the dfiSculties 
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observed, but arc real obstacles in the way of any organic effort 
toward improvement. 

Many of these fears stem from the belief that rationalization is 
an overnight process, throwing workers out of jobs in masses, as 
machines and labour saving methods are introduced. On the 
contrary, rationalizing industry is a relatively slow evolutionary 
process which takes years and which India should accelerate. In. 
large part workers displaced by improved methods will be shifted 
to other jobs created by the modernization process. Any temporary 
unemployment should be absorbed by setting in motion a challeng- 
ing public works programme, a capital investment in the human 
welfare of the people of this nation which should be made. 

Without modernization Indian industries which cling to obsolete 
equipment are condemned to mediocrity and eventual elimination. 
Only by adopting efiicient methods of production, as soon and as 
widely as possible, can small and village industry take advantage of 
the good opportunity it now' has to lay a basis for a promising long 
term development. 

This i.s not to say that handwmrk and manual skills do not have a 
place in the Indian economy. They have a permanent place. But 
it is unsound to use hand power for the sake of hand power, wlten 
machine power will enable industry to meet greater demands at 
greatly reduced co.st. and enable Indian workers and craftsmen to 
produL'c according to their skills and capacities. 

Tire study learn is strongly of the opinion that for lasting 
irjdu..<’.:'ial growth, private initiative should be encouraged to the 
fullest. Tlie assumption, too widely held, that Government should 
as.sist in managerial responsibility, while profits remain writh the 
manufacturer, is not conducive to a sound economic base for indus- 
trialization. While Government initiative, controls and guidance 
will be needed at the beginning of an industrial development pro- 
gramme. the Government should make it clear that it is anxious* for 
the private sector to take the initiative, and firmly intends to with- 
draw from management control at the earliest possible date where 
it has been necessary for the Government to initiate action. The 
growth of active responsible independent small industries and a 
gradual rise of many among the more gifted artisans to the status of 
self reliant small industrialists will be an important contribution to 
the social and economic structure of India. 

The team took as its basic task the finding of ways and means of 
ultimately providing more and better employment for the people, 
especially in rural areas. It is in substantial agreement in recom- 
mending a series of proposals which it believes, will lead to such in- 
creased employment. 

The team has studied the commendable efforts that have been 
made to assist small industries. These efforts have been largely 
sporadic and have dealt chiefly with isolated segments of the pro- 
blem. Lacking a systematic approach, they fall far short of maWTig 
any appreciable impact toward the overall advancement of industrial 
development and no satisfactory overall solution or appreciable 
progress can be expected from them. It would be a false illusion to 
think otherwise. 



The team has in consequence made an effort to base its proposals 
and recommendations on a systematic approach, not to the segment- 
ed problems of small industry, but to its overall problems — ^from 
raw materials supply, product design, techniques and equipment, to 
trade education, finance and credit, to the value of co-operatives and 
trade associations, and to marketing and distribution. It also 
recommends the setting up of pilot plants to demonstrate efficient 
methods of increasing production, raising wages and manufacturing 
higher quality products at lower cost. The team believes that such 
proposals will, if brought to successful fruition, make possible 
higher production and higher wages, and accelerate and enhance 
the progress now being made to foster the welfare of small industry 
and of India's village workers and craftsmen. 

RECOMMENDATIONS 

I. Multi-purpose Institutes of Technology for Small Industry 

T:.'.c Ministry of Commerce and Industry specifically requested 
the team to investigate the feasibility of an Institute of Technology 
for Small Industry, to meet needs for research and basic technical 
assistance, as well as foi* training. 

Till* '.earn re^commends the establishment of not one but at least 
four .^uch institutes located geographically so as better to serve the 
wh'‘]e '}^ India, in general, the Institutes would act as service 
agenc es to impart simply and quickly to llie small indusirialist for 
his -mmediate use modern advances in ‘‘Cienco and lectmology, ir; 
busino.-s management, finance and marketing. 

To achieve this purpose, the Institutes should: 

(i) initiate and ca!Ty on investigations and sun^eys of existing 
methods as well as conduct experimental and applied 
research for promoting development of small industry, 
e.g. concerning the broad teclinical field, improved tools, 
machinery, methods, raw materials, products of quality, 
mai’keting, credit, finance etc. 

fii) disseminate the methods and results thus obtained to the 
industrialists, their deputies, or skilled 'workers. Dis- 
semination and promotion of these improvements should 
be done through educational short refresher courses and 
information and consultation service given at the 
Institutes and at the Branch Units, and through mobile 
demonstration units and travelling industrial extension 
workers. 

The Institutes should of course draw every possible benefit from 
existing facilities, such as research and scientific laboratories. 
Vocational and technical institutes giving comparatively long basic 
training to young prospective workers are now comparatively few 
in number and frequently use out-moded tools and methods. The 
proposed Institutes should lead and assist in bringing these institu- 
tions up to a higher general standard. 

Each of the four Institutes should have a director, a trained staff 
and small advisory bodies. Overall control and direction should be 
vested in an Administrator at the Centre. The study team recom- 
mends for immediate action that the appropriate staff be appointed 



and that activities -be started in a modest way in at least two of the 
four Institutes with attention directed toward particular needs and 
services appropriate to the regions. 

Highest priority should be given to the granting of full and clear 
authority to the Ministry of Commerce and Industry to set up and 
put in operation such Institutes. 

II. Design and Methods of Supply for Quality Products in Handi- 
crafts, Artcrafts and a Specialised Sector of Small Industry 

Indian handicrafts and small industries could produce and sell 
more both in India and abroad, and tap the growing “quality market” 
as soon as modern requirements of production and supply are met. 

To increase distribution and sales of these products, however, the 
most urgent general needs are: (1) good design and technical quality; 
(2) reliable organization of supply; (3) co-ordinated promotion in India 
and abroad. 

Some constructive efforts to meet these needs are now being 
made, but the study team is convinced that mure substantial and 
faster progress is needed and possible, and would be assisted by 
setting up the following three types of organizations, as part of a 
long term development programme. These organizations should 
work in close co-operation with existing institutions in the field: 

(1) A National School of Design . — to serve as a centre for 

creative studies in design and fashion. The basic func- 
tions of the School would be to design and, in its 
workshops, prepare improved models suitable for 
commercial production and arrange to get these models 
in production; to train potentially good designcns, 
conduct research; to organise exhibitions, information 
services and promotional activities and establish a net- 
work of communication between craftsmen, designers, 
and the public. 

The School should be established and supported by the Central 
Government and have a field organization in contact 
with producers. It should be headed by an international 
authority of highest competence, with an independent 
advisory board chosen on merit alone, and a carefully 
trained and selected staff. It should be a completely 
independent institution. Income from its fees should be 
directly for expansion of its work. 

(2) A Customters Service Corporation . — ^to provide satisfactory 

channels of supply and a reliable procurement service 
for Indian and foreign buyers. Its main functions would 
be to conduct continual surveys of current production 
and productive cax>acity, to gather samples and informa- 
tion for Indian and foreign buyers; to make procurement 
service available to Indian and foreign buyers, actually 
acting as a buying agent; and finally, to assist crafts- 
men in getting credit and working capital to fill orders. 

It is proposed that this Corporation would act on behalf of 
the buyers rather than represent small- producers (as per- 
haps might seem more suitable at first glance) because 
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this is the only way to inspire initial confidence in the 
hpyers who represent the purchasing power of the 
market. 

The Corporation should have a central office in a port city, 
regional offices and branches in various states and pro- 
duction centres, with competent assistant buyers in each; 
and a carefully trained and selected staff throughout. 
It should receive normal commission fees for its work, 
and eventually plan to become economically self sustain- 
ing, perhaps by the third or fourth year. 

(3) Export Development Offices . — One in North America, one 
in Europe to promote and stimulate foreign trade in 
handicrafts and artcrafts, serve as contact with foreign 
buyers and their demands, and engage in promotional 
activities. Limited but highly competent personnel will 
be needed; and normal fees should be charged for 
services. 

To attract both domestic and foreign buyers, the team recom- 
mends also organization of large scale and well publiciz- 
ed trade exhibitions of Indian crafts in one of India’s 
major cities. This could be the first step as soon as the 
School of Design and the Customers’ Service Corpoaa- 
tion have shown their first results. 

m. Credit and Finance 

Without proper financing there can be no efficient planning of 
small industry, nor purchase of material, nor production, nor market- 
ing, nor any fair profit. Credit and finance problems must be 
tackled as part of the whole programme for industrial growth. 

At the present time, the team finds, real finance does not seem 
to exist at all, and there is a severe lack of capital as well as credit, 
largely because of low productivity and over population in many 
branches of small industiy. Small industries have no working 
capital for filling orders for buying raw materials or improved 
equipment. The commercial banks are apparently not able to 
grant credit to small industries. 

The present economic difficulties of small business are so great 
that a very strong effort is needed if beneficial results arc to be 
achieved. In this effort, however, the general principle must be 
that credit should chiefly be given to gain certain results, such as 
securing modem equipment and better utilization of manpower. 

The team recommends the following actions and considerations: 

(a) that Commercial Banks delegate more authority to branches 

to make loans to small business, and work generally 
toward decentralizing more of their loan business. 

(b) that Commercial Banks establish Local Boards of Directors, 

or, if that is not feasible, at least set up Local Advisory 
Boards. In case of disagreement between the local 
management and the Advisory Boards, decision on loan 
applications should be referrM to a higher authorily. 
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(c) that Co-operative Banks should expand into the industrial 

field. 

(d) that a system of loans against the security of real estate 

mortgages be considered and developed. 

(e) that, to encourage venture capital, the general atmosphere 

for conducting business be favourable, and fair ounces 
of reasonable profits be considered essential. 

(f) that an adequate amount of Government funds, now allo- 

cated for small industry under the Five Year Plan, be 
set aside to provide loans for venture capital. A definite 
allocation of these funds should be made to the State 
Finance Corporation. (See item “g” below). 

(g) that State Finance Corporations, like those that have 

already been set up in some States, be established in all 
States, with a portion of their funds also set aside 
exclusively for the use of small industry, but for 
ordinary loans. 

(h) that a competent Field Organization be set up immediately 

to process loan applications from small industry within 
the framework of the State Directorates of Industries. 
This Organization would act as agent of the State- 
Finance Corporations. 

(i) that a sound system of instalment credit, primarily to spur 

purchase of modernizing machinery and equiprnent (not 
excluding consumer goods) be considei'ed. 

IV. Trade As.sociations 

At present trade associations, that is, voluntary associations of 
members of a given industry or trade, are very few' in India; many 
exist only on paper. Trade associations are an indispensable part of 
a democratic society, and play an important role in economic life 
and industrial growth. When properly established and functioning, 
such associations help acquaint members of new methods and tec& 
niques and .stimulate their use, serve as information centres to their 
members, and perform the essential service of acting on behalf of 
their trade on all matters between the trade andl Government or the 
local authorities. 

The team recommends: 

(1) that all existent local, state and national trade associations 

be strengthened and developed; 

(2) that Government, both Centre and State, take the initiative 

in organizing and promoting meetings to discuss these 
problems; 

(3) that formation of new general associations of entrepre- 

neurs and vocational trades be encouraged; 

(4) that a survey be made of present trade associations for the 

whole business sector. 
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V. Co-operatives 

India has a long history of original co-operative effort in the fields 
of agriculture, industry and finance, and is basically inclined toward 
co-operative effort. Although the team found resentment against 
co-operatives as apparent parasities of the Government, to imagine 
an industrial India without co-operation as an important factor is 
to ignore the basic facts of the present time and era. Where co- 
operatives can serve best is the major problem. The many good 
and successful co-operatives already operating in India can help 
show what can be done. 

There are certain basic principles about co-operation and its 
functions that can be profitably studied and followed. One of these 
principles is that co-operatives can serve many purposes, and perform 
many services w'hich individuals cannot perform alone. As a rule, 
however, no attempt should be made to have co-operators associate 
in an act of production as members. They may help in procurement 
of raw material:*., and the marketing of finished products, for instance, 
by small industry and craftsmen remote from sources of supply 
and markets. They should be used for credit, although with a 
minimum of assistance from Government. Mobile co-operative 
banking units, for example, may be a partial answer to helping small 
village industries obtain credit for modernization. Co-operatives 
should be of a limited liability type. 

A major conclusion reached is that co-operatives should stand on 
their oivn feet. For the Government to subsidize and spoon-feed 
them is usually the kiss of death. The policy and approach to co- 
operatives needs basic change. The Government should withdraw 
from a paternalistic and functional attitude toward co-operatives and 
from direct organization of them. While Government can and 
should encourage them, the team strongly emphasizes that co- 
operatives are after all a people’s movement, and must evolve out of 
the felt needs of the people themselves. 

Further, the team feels that the first essential is education of 
the public and of co-operators on the contribution that co-operatives 
can make toward solving economic problems. This educational 
effort should be directed toward training men and women in co- 
operation so that they of their own accord, can then organize and 
man successful co-operatives. In this field Government can be of 
important assistance. 

With these basic principles in mind, the study team makes the 
following recommendations : 

(1) that Government withdraw gradually from direct organiza- 

tion of co-operatives, shifting its efforts toward education 
for co-operatives which will lead to formation of co- 
operatives by the people themselves; 

(2) that a public relations programme for co-operatives be 

initiated to inform the thinking public, spur co-operation 
and overcome present disillusion and resentments; 

(3) that seminars and short term schools for co-operators be 

begun in every State in the land, and within a year, a 
co-operative programme for education on co-operatives 
be established in each State; 
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(4) that present training programmes for co-operators, such as 

those now being undertaken by the Reserve Bank, 
should be escpanded, to include an even larger number 
of executives of co-operatives and persons in the Gov- 
ernment concerned with co-operation; 

(5) that a Research and Service Department for co-operatives 

be organized within the appropriate Ministry or Govern- 
ment agency to conduct studies and promote knowledge 
of co-operative practices and principles. 

VI. The Industrial Process — ^Its Lnplementation 

In essence the great fundamentals of the industrial process may 
be stated in one phrase: You cannot divide what you do not first 
produce. 

This principle is well understood in the field of food production. 
If the cultivator does not produce enough food, he, his family and 
the nation will be poorly fed. 

So it is with industry and industrial products. More production 
'.neans more goods, more wealth to divide. More wealth means 
higher wages and lower cost per product. It means more and more 
employment as more goods are sold. This industrial process is 
evolutionary. It does not take place overnight. As, through the 
use of efficient production tools and methods, more needed goods 
are produced at lower prices, workers released from present tasks 
take up other tasks, in the same or other fields in wbdeh effective 
demands are being created by the very process of rationalization it- 
self. This evolutionary process can start from the simplest 
beginnings. 

The team pointed out as an inspiring example, a spinning mill 
owned by a handloom weavers co-operative, visited in South India. 
There the use of better equipment, and the building of a fine modern 
plant (even including air conditioning) have permitted the society 
to give a higher return to its owner members. If it is given complete 
freedom to operate in the most modem manner, under a high level 
board, it can and will become almost a shrine in world textile pro- 
gress and point the way in showing how rationalization can bring 
benefits in higher wages and growing employment. 

It is with this basic principle of evolutionary industrial growth 
in mind, that the team makes the following recommendations. They 
constitute illustrative examples of action that could be taken, as 
demonstration projects, to accelerate India’s evolutionary growth 
and advance its social and econcanic standards: 

(1) A Small Industries Corporation . — ^to be formed by the 
Centre Government, and with regional and state 
branches, for the servicing of small industry in the field 
of Government indents in all its purchases from industry. 
The primary purpose of the Coii>oration is to provide 
the necessary incentive and help small industry to im- 
prove its techniques of production and management by 
working on assured orders; and to assure small industry 
of its due place and share in India’s expanding economy. 
Its whole effect would be to move small industry 
forward. 
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Its basic functions would be procurement, with power to 
preempt at least 25 per cent, of Government indents at 
prices substantially equal to those offered by the general 
business community- It should have contracting and 
inspecting services, and contain a separate financial body, 
with power to direct loans to small industry for improv- 
ing their equipment. It should have an engineering 
division which would help small industries to produce 
efficiently; and should subcontract only to those firms 
who show the managerial ability to operate efficiently, 
and are willing and eager to pay high wages consistent 
with higher production. 

(2) A Plant for Prodtustion and Training , — to help solve the 

problem of training workers in mass production methods 
and at the same time provide badly needed goods. The 
team recommends that the plant manufacture relatively 
large central diesel electric generating plants for com- 
munity use in villages and small towns. It will thus help 
provide villages with sources of power well before the 
commendable multi-purpose river valley developments 
can be brought to bear in sufficient amounts. Avail- 
ability of power is the first essential of industrial 
growth. 

The plants should be large, employing 1,000 to 2,000 workers per 
shift, of whom one third would be trainees, and two thirds a 
permanent work corps. It should be designed and built, and in the 
beginning, managed and directed by men trained in mass production, 
and equipped with the most modern machinery available. Since the 
requirements of such a plant are greater than can be met easily by 
private enterprise, it should be initially started by the Government; 
a Government-owned joint-stock corporation or corporations are a 
possible means of finance and operation. It will make possible an 
eventual complete transfer to private ownership and operation — a 
transfer believed essential. 

(3) Small plants for demonstration . — to manufacture goods in 

which, the skills of village craftsmen predominantly 
enter, such as agricultural implements. The plants 
should be decentralized, so that they can stimulate pro- 
gress in village areas. The Government will need only 
to initiate the effort; all plants should be sold to private 
owners as soon as possible. 

VIL Marketing and Distribution 

Efficient marketing of products of industry is an essential step 
that industry must take, if it follows the course to which it is com- 
mitted — greater industrialization and welfare of its people. 

India has markets of staggering possibilities, if they are properly 
developed. Village self-sufficiency is waning; rural purchasing 
power is rising; cash rather than barter has more and more become 
the villagers’ medium of purchase; women can and will become an 
Increasing consumer factor. Present marketing methods however 
arc anchored in the past. 
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Basic development of marketing must take place on these general 
lines: Firstly, that *'made-in-lndia” products must be good and of 
uniform quality, and to this end, industry cannot rely wholly on 
Government, but must police itself. Secondly, products must be 
geared to meet consumers' felt needs, and be so designed and so 
marketed that they awaken latent needs. Thirdly, aggressive efforts 
must be made to reach and stimulate the huge potential market of 
the villages as yet barely touched. This effort should be accom- 
panied by a genuine attempt to provide service as well as sales. 
Provision for sound service at reasonable cost to the customer is an 
essential basis of industrial selling. 

With these principles in mind, the team feels that it may be 
advisable — 

fl) for the Central Government to establish an autonomous 
Marketing Service Corporation starting immediately on 
a moderate scale, which can determine consumer 
demands through surveys, encourage producers to meet 
these demands, and secure and process orders from 
wholesalers and retailers, at least on an initial basis. 
Tt is a paramount requirement that the Corporation 
operate as a profit business. Once the industrial 
pioces.s starts working, this Corporation would be integ- 
rated as a marketing news service within the proposed 
multi-purpose Institutes, and its functions become pure- 
ly service and advisory. 

(2) to set up as an integral part of the Marketing Service 

Corporation a marketing news service, establishing 
contracts and reporting liaison with all principal foreign 
and domestic markets. The multi-purpose Institutes 
should take a leading part in conducting this service, 
with the view toward later integrating the service into 
the Institutes. 

(3) that immediate industry-wide conferences in each major 

export commodity — such as lac and mica — ^be held for ap- 
praisal of available scientific research on new uses for 
the commodities in both domestic and foreign markets; 
and further finance their own organizations to work with 
purchasers and laboratories abroad to keep abreast of 
foreign market demands and developments. 



INTRODUCTION 


The Government of India, through its Ministry of Commerce and 
Industry in collaboration with the National Planning Commission, 
and through the courtesy of the Ford Foundation, invited an inter- 
national planning team to study opportunities directed toward 
increasing both industrial production and employment of people. 
The study was to embrace the whole field of operation — production, 
industrial growth, co-operatives, associations, finance, design and 
marketing. 

In the course of the last three months, our team has visited a 
cross section of cities, towns and villages in the States of West 
Bengal, Bihar, Uttar Pradesh, Delhi, Punjab, Bombay, Madras, 
Andhra and Mysore. We gathered, and were supplied with infor- 
mation from various sources; much of it we could not verify 
personally. We are confident, how’ever, that any incorrect data 
among those received, would be rather of quantitative character and 
not to the degree likely to have affected our qualitative judgment. 

Because of the emphasis the Ministry of Commerce and Industry 
has continually placed on the importance of the early formation of 
a realistic and dynamic industrialization programme, the Ministry 
assigned an Officer on Special Duty with the status of Joint Secretary, 
to make the entire lour with the team. It was to our great advantage 
to have been accompanied by Mr. Govindan Nair, the Officer on 
Special Duty. His knowledge of the problems, together with his 
full and warm co-operation, was of utmost value to us. For 
Mr. Nair’s services we are mast grateful to the Ministry. 

We also wish to express our gratitude to the State and Local 
Governments for their excellent co-operation in the conduct of our 
tour. Top officers in each State accompanied us in their respec- 
tive states, and were most helpful to us. The exceptionally well 
organized tours, state by state, showed much evidence of long hard 
work on the part of the slate officers in the planning and execution 
of our trips. 

We were offered full liberty of investigation and no attempt 
was ever made to influence its direction or to limit our choice of 
additional sources. We are also happy to say that we were met 
with friendliness everywhere all the way from villagers to 
Ministers and with readiness for frank and open discussion of pro- 
blems and opportunities. 

In the following pages, we sum up our general observations, 
assess the main difficulties as we see them, and state how and why 
we have come to the conclusions of recommending a number of 
measures intended to foster the welfare of the small industrie«i^ 
The subsequent chapters of this report deal more specifically with 
the suggested measures, as well as with some other allied subjects^ 
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Village and small Industries — ^Two Groups 

During our travels we saw a great variety of village and small 
industries. For the sake of clarity we can divide them into two 
major groups, with only minor overlappings, having different 
historical backgrounds: 

(1) traditional village craftsmen (carpenters, blacksmiths, 

potters, etc.) working mainly for the needs of their 
neighbours within the village ilself, and occasionally, 
for the nearby village and small town markets. 

(2) small industries aiming at larger markets, selling or try- 

ing to sell their products throughout the country and 
abroad. (This group includes the traditional artistic 
crafts). 

Tn the first group, a gradual deterioration in the economic 
position of the village craftsmen has been taking place for some 
time. Such deterioration is relatively slow and, generally speaking, 
the earnings of the village craftsmen, even today, depend more on 
the prosperity of his village as a whole than on any other factor. 
JMevertheless, in many areas, aluminium ware has begun to encroach 
upon tlie domain of the local potter, city made implements upon that 
of the village blacksmilh and so on. It is reasonable to assume that 
such trends are bound to spread and eventually replace the greater 
part of the village craftsman’s current trade. His defences, based 
‘on the IradiLional terms of bartered services, are quite effective, but 
can hardly be expected to Iasi beyond the present generation. New 
additional prospects of work must be provided to avoid hardships 
and migrations in a foreriecable future. Such studies and efforts, as 
a matter of fact, are being made in various areas. These may be 
only beginnings, but rather promising one.s. 

The sreond gioup comprises makers of light consumer’s goods of 
all kinds, including artcrafts and of a variety of tools, as well as 
accessm-ievs of mechanical eciuipment. Most of such industries have 
formed concentrations, in some particular small area, urban or 
rural. The birth and growth of each centre can be traced to some 
particularly favourable period, usually not more than 70 or 80 years 
ago. The initial stimulus in many cases was caused by thf? appear- 
ance of mechanically made articles imported from abroad, mainly 
from England. It wa^ found that a cheaper handmade reproduction 
of the sjme or similar articles could be made locally — and was. 

Large indu.strics sprang up in India in many fields. Foreign 
goods. ch\i) to the industrial progress, were becoming ever better in 
qu ality and It^ss expensive. Some of the small producers in India re- 
eoiupocd themselve.s, but not many and not enough. The recent 
period of war economy led again to the expansion of many small 
industrial centres, as well as the starting of new ones. Under these 
conditions obsoh.le methods were no great obstacle. The war and 
its accompanying temporaiy prosperity has been over now for several 
years. Most of the w'ar years' profits liave been absorbed by the 
subsequent deficits and the bulk of the small producers ai'e now 
faced with a critical financial situation. 

Management Methods observed 

One of the major impressions of the team during its tour of 
industrial establishments and artisans’ workshops, has been that the 
methods of management and production fall far short of meeting 
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modern demands for efficiency. More often than not, age old 
•methods are being used and seemingly have not been changed for 
generations. Thus the production per capita is low, resulting in low 
.earnings and low wages. 

Standing still and using age old traditional ideas for methods of 
work in small enterprises, in our belief, is a very questionable ap- 
proach at a time when great emphasis for need of rapid develop- 
ment of both social and economic standards is being advocated by 
the leaders in India through its commendable Five Year Plan. Small 
industries in India have to compete with modern technical methods 
•of production and distribution used by large industry, without having 
had an opportunity to take advantage of the same methods and tools 
.so necessary for successful competition. As a result, many of 
India’s traditional small industries are today facing a crisis, their 
number of employed workers and their output of production 
[gradually declining, and in some cases slowly grinding to a halt. 

Even under such adverse conditions, many workers have develojv 
'ed amazing skills, remarkable agility, intuitive precision. As indivi- 
dual virtuosi they are admirable but wc cannot help feeling that 
natural talents are being wasted in a hopeless and losing race against 
modern technology. 

'18he Market Situation 

When it comes to the question of markets for which the products 
;are made, most of the small industries appear to be as much anchor- 
ed to the past as they are in the methods of manufacturing. Types 
:and areas of consumption arc shifting but only a few producers try 
to follow them. This, in part at least, is due to the prevailing 
system of distribution. Few channels of communication exist 
between the small manufacturer and the ultimate consumer — in 
many cases the manufacturer does not even know' in what part of 
the country his wares are used, or who buys them. A notable exception 
— the one well known and coveted consumer — is the Government. 
But wc feel far loo many manufacturers claim to be dependent ex- 
clusively on government orders instead of trying to be .self-sufficient 
in the economy as a whole, both private and public sectors. 

A systematic market study would certainly show a number of 
new potential outlets for the small industries. Our survey has 
brought to our attention the most obviously neglected market — the 
three hundred million people in the villages. Villagers could absorb, 
we are convinced, quantities of products, predominantly well made 
non-motorised implements for agricultural use and simple equip- 
ment for domestic use. Relatively few such products are made 
.available to the cultivators now. There is no doubt in our minejs 
that the purchasing power of the villager is on the increase and will 
•continue to climb as time goes on. Several concurrent factors are 
bound to increase the quantity and the variety of goods that could 
be sold in villages. Some of the factors are: irrigation works now 
■in progress; reclamation and better methods of cultivation introdu^ 
*ed by the Community Projects and other agencies; building of 
village roads; better housing; installation of electric power; increas- 
-ed literacy; better health standards and sanitation and rationaliza- 
tion of small industries. These are only a few of the more important 
factors that inevitably will increase purchasing power through 
kincreased supply and demand. 
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India is fortunate to have one of the largest potential domesticr 
markets in the world. Since approximately 80 per cent, out of the 
total population of 360 million live in the countryside, the develop- 
ment of rural markets must be kept foremost in mind in all pla nn ing, 
for organization or re-organization in any industrial programme. 

Also, the 60,000,000 urban residents present a market of stagger- 
ing possibilities. Four times as large as the total population of 
Canada, more than the total population of England, this potential 
area for consumptive and hard goods jolts the imagination. Too 
little is known of it and also that production and consumption are 
inextricably intertwined between the rural and urban segments. 
Supplementing and assisting each other, these two huge areas to- 
gether can provide enough market stimulus to make India one of the 
foremost producing and consuming areas in the world. 

Present Corrective Measures Not Adequate 

Coming back to the cottage and small industries, what steps are 
now in progress designed to overcome the current difficulties? As 
to the initiative of the producers themselves, we found evidence of 
both very limited and sporadic action. Individual obscure crafts- 
men cannot be expected, of course, to conceive and, even less, to- 
attempt many measures for a lasting improvement. Then also, 
initiative is somewhat lacking among' the producers who do have 
certain resources at their command. In the sporadic cases, in which 
better methods have partially been introduced, economic success, 
with few exceptions, follows almost immediately. The main body 
of small manufacturers rarely go beyond appeals to Government for 
assistance in production and for protection from competition. We 
have listened to the description of numerous schemes which have 
been or will be Submitted to Government. We found that in some 
cases, producers or groups of producers were willing to contribute 
to the implementation of new schemes but almost invariably the 
first step is expected from Government. 

As a matter of fact, various public agencies are operating a good 
number of projects. They range from production-cum-training 
centres to equipment installed and intended for use of all who need 
it, to assistance in design, to a Government operated **quality mark-- 
ing scheme”. Some of the results of this assistance are beneficial 
to industry. Commendable as such assistance may be, it falls far 
short of making any appreciable impact toward the overall advance- 
ment of industrial development. The latter is not meant either to 
criticize or discourage the many hard working, conscientious and 
devoted people who are doing their very best against almost insur- 
mountable odds. However, we do feel it our duty to make it clear 
that, no satisfactory overall solution or appreciable progress can be 
expected from these sources as we saw them in the course of the- 
last three months. It would be a false illusion to think otherwise. 
'Ifte best minds must take a new searching look, tax their imagina- 
tions to the fullest and then have courage to implement their 
convictions. 

In all the team’s contacts with operators of small villt^ 
industries, there was consistency in their expressed desire to improve- 
iheir methods. Without exception they eagerly asked for guidance 
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:and assistance in order to improve their methods and their products. 
'The Approach to the Problem 

In our judgment, the major single reason for most deficiencies in 
rsmall industries is the lack of a systematic approach to the overall 
problem; better marketing, better financing, better raw materials, 
better finish, better equipment, better power facilities, better design, 
.etc. are often thought of as separate remedies, any one of them 
sufficient for the cure. It is true that in some rare instances this 
may happen to be so, but if, let us say, a better design is applied 
to a product made of deficient material or better equipment is used 
for the making of badly designed goods, little benefits could be ex- 
pected, even if more abundant financing or marketing facilities were 
available. To make it worse, lack of direct channels between higher 
levels of competence and the small industries leaves obscure the 
.conception of what good quality really is. 

Before we outline what we consider the correct systematic 
-approach we have to touch upon a point frequently raised during our 
■interviews, namely apprehension that labour saving equipment and 
methods would increase unemployment. On the contrary such im- 
provements mean more and ^tter products at lower and lower 
.cost in prices and result in greatly expanded demands and markets. 
It generates higher and higher wages, greatly expanded employment 
;and higher standards of living. It is our belief that such apprehen- 
sions are often due to reluctance to analyze the position of a given 
trade and to face, if necessary, the need for a thorough re-organization 
and a new approach. Such reluctance and failure to appreciate the 
proper concept, we think, is responsible for many a difficulty observ- 
ed. They are real obstacles in the way of any organic effort of 
improvement. 

Before deciding to recommend efficiency in all its aspects as a 
primary directive for any future effort in the field of small and 
-cottage industries, we examined the question, as best we could, in 
-the light of the contemporary evolution in India. We have come to 
the conclusion that many industries concerned have a good oppor- 
tunity to lay a basis now for a promising long term development, 
but only under the condition that efficient methods of production are 
adopted as soon and as widely as possible. Of course, not every- 
where immediately but as fast and in as many fields as proper 
-evolution, and we mean evolution, will permit. There will always 
be a vast field for handwork, and not only in typical handicrafts, 
but also wherever work by hand is required for either a better or 
aesthetic quality of the product or for reasons of a specific economy 
in a given production. Handicrafts do have a permanent place in 
Ihe Indian economy. However, we believe it unsound to use hand 
power just for the sake of using hand power in lieu of machines 
when producing products for which there is either an actual or 
potential demand; demands which machine power will meet at 
greatly reduced cost. 

IRears unfounded 

Widely spread fears of greatly increased unemployment through 
mechanization are not well founded. There are no reasons to believe 
in a huge and potentially wealthy country such as India, that normal 
(development will not take place. Better and cheaper production 
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will allow 'both larger sales and higher wages which will create newr 
and greatly increased employment everyw’here. Any temporary 
unemployment resulting from the application of the increased pro- 
duction process should be absorbed by setting in motion a challeng- 
ing public works programme. This is a capital investment in the- 
hunian welfare of the people of this nation and it should be made. 

If, all considered, there should still be a doubt in the matter, the- 
sight of what has been happening in the recent years in Agra and: 
in Howrah — to quote only two examples — would help to eliminate 
any such doubt. In these centres perj^etuation of ineflicient methods 
more than anything else has drastically reduced the employment to* 
a much greater degree, if the figures supplied to us arc correct, than 
any modernization of production could have done — and without 
opening any prospects for the future. 

Our task has consisted basically in finding ways and means to 
ultimately provide more and better employment for the people, 
particularly in the rural areas. We believe that the following 
sugge.stions. if accepted and implemented, would lead to it. We 
have considered some fields w'here great improvement could be 
expected without any serious dislocation of labour. In the metal 
working fields, in the consumer goods fields, in the import and export, 
fileds, rationalization which at best is an evolutionary process, v/ill 
result in great reductions in- costs and prices. It follows that expan- 
sion in the market w-ill be so large as to require greater employment. 
In other sectors a transference of workers to necessary public' 
works, local and national, seems a most reasonable price that must 
be paid for rationalization. However, we firmly believe that the 
challenge of rationalization must be met and become a part of a 
forward looking industrial programme; a comprehensive and sincere 
programme designed to give the people of India the kind of tools 
and earnings they deserve as workers in the fields of the needs they 
can best servse; the quantity and the quality of goods they dese rve as 
consumers; and last but not least, a fair profit for the producer. Case by 
case, indust ry by industry, re-equipment may or may not appear always 
advisable to .some specialists in this field. But if it does, there 
should be no difficulties of principle for re-equipment. Otherwise a 
link will be missing and the chain of problems will not find a 
satisfactory solution. The “link” of good equipment is essential in 
what we consider a systematic approach. 

Day ia day improvement by the small man is the basis of evolu- 
ticfti which we believe so essential. 

Systematic Approach for the Industrialist 

Such approach is nothing more than elementary but we spell it out 
in detail because the lack of it is so common and sa great with the 
small industries. That approach is based on research made accord- 
ing to the following order; 

1. Market rer.earch , — What articles in the field and within the 

scope of a given industry are most likely to succeed in* 
what promising sector of the market, at what price? 

2. Designing (in a wide sense ). — How such articles should be- 

designed, made, finished, in order to be acceptable? 



17 


3. Raw materials: What specific materials are best suited for 

the manufactui'e of such articles and what is the best 
SQfurce of procurement? 

4. Equipment and organization of work: What is the optimum 

equipment for the forseeabls type and size of this pro- 
duction, what is the most efficient method of work? 

5. Research and technical help needed and how to get it. 

6. Distribution and promotion : What is the best way to arouse 

interest for these goods and the best way to sell them? 

7. Is financing available? 

8. Where can cooperatives and associations be of help? 

Before the research begins, if it is known that for some special 
reason one of the existing elements cannot be changed, then the first 
question will be accordingly modified. For example, if no change of 
equipment can be contemplated, the market research should aim at 
finding out “what articles, that could be best made with existing 
equipment, are most likely to succeed, etc ’, regardless of whether 
such articles are within the usual field of the manufacturer or not. 
So, a maker of faulty scientific instruments might become a pro- 
ducer of good mechanical toys — and that would be an improvement. 

Problem of Research and Develiipmeiit 

Large scale industries normally have research and experimental 
work done within their own organization and done continuously. 
Small industries and artisans obviously cannot do it. Who is to do 
it for them? 

The answer can be found in the direction of cooperative and/or 
association service organisations. It will take some time, however, 
before many of them come of age amongst the small industries. 
Even then, they will seldom be in a position to own and make use 
of modern laboratories and to engage highly qualified experts. 

The needs for research and for basic technical assistance, as well 
as for training, are therefore among the main reasons for the estabii.sh- 
ment of the proposed multi-purpore Institutes of Technology for 
Small Industries. 

A set of coordinated services will tlivs ho made available by tlie 
Institutes for the benefit of the smali intUiKlries— their opportunity 
for enlightened opoi-iLio') They will bo placed then, as a matter 
of fact, on a more equal foriting with large scale enterprise as to the 
facilities of information specific research and technical know-how. 
Even the setting up of the proposed Institutes with their contem- 
plated and needed serv'ices will still fall sliort of meeting the overall 
needs. 

The questions are many and they are interlocked. What are the 
best ways to demonstrate to small industries the methods and tools 
with which an up-tcMiate industry operates; to let them participate 
in such methods and learn by participation and experience? What 
could dispell the common misconception, which seems to divide large 
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and small induiitries when in fact, they ought to be and are com- 
plementary such as sub-contracting and servicing. How to provide 
immediate opportunities for the many craftsmen to produce accord- 
ing to their skill.s and mental capacities and not just in proportion 
to their phy.;ical endurance — as so many of them are condemned to 
produce today by the lack of power facilities in most of the rural 
areas? A real change will come with the new generation. More 
resources and belter method of vocational training on a broad basis 
in vocational schools as well as in workshops and factories must be 
provided as a basic condition for industrial progress. Here immediate 
building of highly efficienl plants proposed in one of the following 
chapters, could begin to solve these problems and to provide, at the 
same time, sorely needed products, and hasten the fulfilment of the 
Five Year Plan and its succe.ssors. 

Many other urgent needs call for a number of things to be con- 
sidered for immediate implementation. Several suggestions along 
these lines appear among the recommendations. 

The Role of the Private and Public Sectors 

Many of these recommendations will have to be initiated by the 
Government and probably set up and for some time operated by 
Government. If a beginning is to be made simultaneously in several 
areas, it is imperative that it be made soon either by the private or 
public sectors. This, as we know, would be in agreement with the 
now accepted national policy whereby urgently needed industrial 
plants are to be set up and run temporarily by the State, and are to 
be later sold to the private sector. In cases where new units of pro- 
duction by the public sector are necessary such a transition should 
be made at the earliest possible moment. 

On public versu? private management — one factor that gave us 
pause during our tour was the number of manufacturers who were 
eager for Government assistance in managerial responsibility, but, 
profits remaining with them. This attitude, in our opinion, is not 
conducive to a sound economic base for industrialisation. Economic 
problems that appear insoluble are probably behind such an attitude. 
However, as more opportunities become available for profitable 
industrial development, it is our recommendation, the Government 
should make it clear that it, (a) is anxious for the private sector to 
take the initiative, and (b) firmly intends to withdraw from manage- 
ment control at the earliest possible date, where it has been neces- 
sary for Government to initiate action. 

It is recognized that in the orderly administration of public funds 
and the welfare of the country as a whole, there will be some G^ 
vernment control necessary where industry is concerned. It is 
recommended, however, that such controls and their regulation be 
kept to an absolute minimum so as to encourage private initiative to 
the fullest. 

The growth of active, responsible, independent sm^ industries 
and a gradual rise of many among the more gifted artisans to the 
status of self-reliant small industrialists will be an important con- 
tribution to the social and economic structure of new India. 
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'Conclusion 

The study of the industrial conditions of India, primarily the 
village and smaller units, divides itself into brciad segments. These 
parts will become the subject matter of the following chapters in this 
rreport : 

1. The precision of multi-purpose Institutes of Technology 

devoted to the service of the smaller units of production, 
so that they may be provided with the scientific and 
practical knowledge, which, only because of their size, 
they cannot effectively supply themselves. The work 
of our Chairman, Mr. Hagberg. 

2. Design and methods of supply for quality products in 

handicrafts, artcrafts and a specialized sector of small 
industries. The work of Mr. Alexander. 

3 . The credit and finance problems of small industries. The 

work of Mr. Grundstrom. 

4. The need for proper organization of trade associations. The 

work of Mr. Grundstrom. 


5. The proper use of the cooperative method and cooperation 
so that services may be performed for the many which 
single units cannot perform for themselves. The work 
of Mr. Miller. 

fi. The development of the efficiency of the industrial process 
through man, method and machine so that the inherent 
ability of the worker may be released first to produce 
more and better products at lower and lower prices to 
the benefit of the community, and second at higher and 
higher real wages to the benefit of himself. The work of 
Mr. Stevens. 

7. The consumer holds the final word as to success in indus- 
trialization. The connecting link between production 
and consumption is the field of marketing and distri- 
bution. The work of Mr. Miller. 

While the various segments of this report are written by the 
various members of the team, it is in no sense a report of indivi- 
duals, for the team as a team is in substantially complete agree- 
ment on all segments of the report. 

The team has felt a great sense of responsibilitv to the people 
-of India who have asked their advice and help. This has engender- 
ed a great sense of hwnility among us all and a great desire to be 
granted the privilege of service. We hope that its work will be 
studied and evaluated in the light of the same spirit of humility and 
service to the people of India. 

The detailed chapters follow. 
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MULTI PURPOSE INSTITUTES OF TECHNOLdOT FOE- 
SMALL INDUSTRIES 

I. One of the possibilities that the Ministry of Crtnmerce and' 
Industry asked the team to study when it arrived in India, was the 
establishment of a multi-purpose Institute of Technology for Small, 
todustries. This Institute would be for the broad puipose of assist- 
ing in the improvement of rural and urban small business and indus- 
tries, leading to fuller employment. 

The team during its three-month tour of various areas in India, 
has continually discussed with many people the possibility of the 
establishment of such an Institute, and also its likely purposes and 
functions. From these discussions, the importance of starting such 
an Institute became so evident that we concluded that we would re- 
commend not only the establishment of one Institute, but at least 
four, located geographically so as to better serve the whole of India. 
In general, the Institutes would act as service agencies to all forms 
of small industries. 

During the time we have been in India, we have made many 
observations, formed a few impressions and come to some conclu- 
sions. Valuable experience has been gained through travel, obser- 
vation and consultation. Based on ihis experience there follows, in 
general terms, some of the basic principles and functions that should 
be considered in establishing a programme of multi-purpose In- 
stitutes of Technology for Small Industries. 

II. Regional Institutes 

The purpose of the Institutes of Technology is to render assist- 
ance in the solution of problems, technical as well as commercial, of 
existing small industries as well as those of new industries that may 
be proposed or started. This purpose can be realised accoi'ding to 
two main lines : 

(i) Initiate and carry on investigations and surveys of existing 

methods as well as experimental and applied research, 
for promoting the further development of small indus- 
try. 

(ii) Dissemination of the methods and results thus obtained to- 

the existing or potential industrialists (industrialists, 
their deputies or skilled workers) or organizations. 

Activities according to No. (i) is a necessary pre-requisite and will 
encourage and stimulate activities according to No. (ii), and vice 
versa, ^ese two activities thus are inter-dependent, and should 
cover the following: 

(a) Promote primarily in the broad technical field, the use of 
quality materials, more efficient tools, better machinery 

ao 
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and methods, and good design; looking to the solution to 
technical problems and increased productivity on a 
sound and economic basis. 

(b) Promote better marketing through continual marketing 

analysis of the effective and potential demands expressed 
in terms of the needs of the people. Determine how 
these demands can be most efficiently met by small in- 
dustries. 

(c) Promote the organization of marketing channels and 

services. 

(d) Promote surveys to determine the availability of raw 

materials, proximity to markets, transport facilities etc. 

(e) Promote and conduct a market news service to facilitate 

adjustments in management and production to meet the 
shifts in demand and supply. This information should 
discourage over-expansion in some industries, as well 
as point out the opportunities for expansion in others. 

(f) Aid credit facilities through analysis of credit and finance 

needs and help to develop methods for meeting these 
needs, i.e., investment capital, banks, cooperatives, 
associations, Government loans, and other credit facili- 
ties. 

(g) Promote businesslike and efficient management of small 

industries, e.g., procurement of materials, sales pro- 
motion, accounting, advertising etc. 

(h) Promote the formation of voluntary organizations, i.e, 

cooperatives, trade associations, etc. 

(i) Advise and assist, where appropriate, in quality control 

schemes. 

1. The task of the Institutes to initiate and carry on experimental 
and research work and surveys, etc., must be performed keeping in 
view the special problems of small industries. In order to avoid 
unneccssai’y duplication, w’ork carried on at other in.stitutions mtist 
be taken into consideration. 

2. The task of the Institutes of dissemination of results obtained 
should be performed as follow's: 

A. Through education, to improve the knowledge of indus- 
trialists, their deputies, and skilled workers, by giving 
educational instruction through courses and lectures in 
both practical training and theoretical knowledge. 
These courses should be given: 

(i) at the regional institutes; 

(ii) at the branch units or offices (see below) in different 

parts of the region; 

(iii) by industrial extension workers from the proposed iiH 

stitutes; 

(iv) through other transmission channels such as trade 

associations, cooperatives, Community Projects, Dir- 
ectorates of Industries etc. 



B. Through information and consultation service, which will 

be performed by: 

(i) instructors in the laboratories and workshops of the re- 

gional institutes; 

(ii) branch offices; 

(iii) industrial extension woikers from the proposed insti- 

tutes who will give on the spot information regarding 
efficient tools, machinery and methods; 

<iv) mobile demonstration units with consultants for dis- 
semination of information on new techniques and 
methods for existing industries as well as ideas for the 
establishment of new industries. 

C. Through establishment of a Publications Service and libraries 

as well as exhibitions of current interest for small in- 
dustries. 

D. Through other media promote the technical, artistic ani 

economic development as well as the improvement of 
quality products of small industries. 

'JUL Location of the Regional Institutes 

As stated in the introduction of this chapter, we are of the opinion 
4hat there should be four regional Institutes with some branch units 
- within each region. This is obviously necessary due principally to 
the large size of the country along with the many complex and 
Averse industrial problems that differ in various localities even 
within a given regional area. As to location of these Institutes, we 
recommend they geographically distributed in the main regions 

India. 

It may be .said that tlie location of the proposed institutes in or 
near an industrial centre has many advantages, e.g. availability of 
outside experts, instructors and teachers from industries and/or in- 
stitutions, desirable for part-time instruction in the many different 
trades concerned. 

Location of the branch units would be determined after the 
Regional Institutes are established and demands for their services 
better known. 

i-IV. The Multi-purpose Character of the Institutes 

Small industries in India cover a great number of different trades 
and many of them have problems of a complex nature. Consider- 
ing these circumstances, the team is of the opinion that the proposed 
four Regional Institutes should have a multi-purpose character. In 
view of the vast area to be served by the proposed Regional In- 
stitutes, other facilities, e.g. Branch Units (laboratories and plants) 

. and Mobile Demonstration units, etc,, should be established. 

The multi-purpose character of the proposed Institutes of Techno- 
logy has many advantages in regard to education, information service, 
-a^ the solving of problems of a complex nature. On the other 
'hand, care should be taken to see that the activities in the different 
departments in the Regional institutes do not disturb or interfere too 
::]nuch with each other. This is especially essential in the case of 
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resealrch work. This must be considered in planning of the locali> 
ties and the cfrganisation of the Institutes. The dinerent depart- 
ments should be independently organized and the different depart- 
ments or activities must be properly separated. 

To serve the various needs of the many different trades, the 
Regional Institutes should cover the following main objects: 
Business Management, Marketing, Mechanics, Agricultural Equip- 
ment, Metallurgy, Power Equipment, Electrical Equipment, Trans- 
portation Equipment, Carpentry and Building, Food Chemistry and 
Processing, Technical Chemistry, Handicrafts, Miscellaneous Con* 
.sumer Goods, etc. 

Under the Regional Institutes are: 

1. The Branch units (laboratories, plants, etc.) 

2. Mobile Demonstration Units. 

Examples of Services: 

A few examples of the activities of the propo.spd institutes may- 
be: 

(i) Suppose a travelling consultant or extensiem worker from 

the Institute has found that an industrialist is having- 
difficulty with the quality of certain products. The 
trouble may be caused by either the use of inappropriate 
raw materials or obsolete methods and design, etc. The- 
proposed multi-purpose institute would investigate the 
problems, make, if necessary, in collaboration with the 
proposed School of Design and research laboratories,, 
tests and experiments and recommend appropriate re- 
medies. 

(ii) The needs of a specific trade or industry, located in a large- 

centre, may be such as to merit the establishment of A 
branch unit of an Institute in the area. Such a branch 
would conduct experiments, demonstrations, etc., as » 
special and continuing service to the manufacturers ui 
that centre. 

(iii) Many small industries have obsolete tools and machinery: 
It would be the task of the proposed institutes to, (a)' 
help such industries with the mechanical design of more- 
efficient tools, and (b) assist in finding a manufacturer: 
who would produce the tools to meet the need. 

(iv) As one result of its survey work, the Institutes, through'? 
its Market News Service, would periodically supply the 
small industries with current and accurate informatioir< 
on prices, supplies, favourable markets and the like. The- 
service would be aimed at assisting the small indus- 
trialist in keeping the production on an economical 
basis. Besides pointing out market demands, the ser- 
vice would also point out opportunities for Ihe manu- 
facture and marketing of new products. 
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V. Liaison Between Proposed Institutes and Industry 

Each of the Regional Institutes would cover a very large area. 
To meet the most urgent needs of small industry, the Regional in- 
stitutes must have special facilities as follows: 

(i) Education and information services in the Regional In- 

stitutes and through industrial extension workers from 
the proposed institutes. 

(ii) Branch units, e.g. laboratories and demonstration plants in 

different parts of the region. 

(iii) Mobile demonstration units for imparting improved and 

more efficient production and developmeiit of small 
industries in regions where they do not exist at present. 

Extension work through liaison with different organisations, e,g. 
Trade Associations. Cooperatives, Community Projects, Directorates 
of Industries and other communication channels is also very 
important. Every effort should be made to use these organizations 
to the fullest. 

VI. Control, Management and Staff of the Institutes 

The four regional Institutes shall each have a director, necessary 
staff and small advisory bodies. The advisory bodies should be re- 
presentative of the various fields in which the Institute works. The 
executive control and direction of the fc/ur institutes should be at the 
centre ve.sted in an administrator appointed by the Central Govern- 
ment with ful’i power to act and to delegate. Salaries should be 
sufficiently high to attract and hold capable personnel. 

The Institutes should be financed by government and be empower- 
ed to charge fees where appropriate. The Government should con- 
sider authorising the Imstitates to accept .grants. 

VII. Existing Esiablishmeiit for Technical Education, Instruction 
and Research 

India has a number of establishments for technical education and 
training. According to information furnished to us, there are about 
40 technical Institutes cla.ssiriGd as being in the higher grade, 3.5 in 
the intermediate .grade, and about 600 vcA;ational and trade centres, 
in what is called lower grade. 

In the field of research, there aie a number of laboratories where 
work is performed. In this categor.y arc the more recently estab- 
lished laboratryries under the Council of Scientific and Industrial 
Research, research centres associated with universities and other 
higher technical institutions, as well as other research institutes in 
specific fields. 

The team has had the opportunity of visiting several of the 
different typs's of institutions mentioned. We were much impressed 
with the work being done in the institutes operated by the Council 
of Scientific and Industrial Re.search. a.s well as some other high 
level laboratories and institutions of learning. It is interesting to 
note, hov/ever, that in our visits to literally hundreds of small and 
medium sized factories, we found that the management seldom 
omployed engineers from higher and interm^iate technical in- 
.stitutions as production methods or mechanical design advi^rs. 
-Nor did they often have them on their own staff. The exceptions 
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mainly being a few industries where the son of the owner had re- 
ceived such training. Even many large scale factories did not employ 
• engineers of higW or intermediate technical education to the ex- 
tent that is advisable. This should be a potential field of employ- 
ment for the technically educated unemployed — if the need for such 
personnel can be successfully demonstrated to the manufacturer. 

The team was also impressed with the small number <St vocational 
;and trade centres in a country so large in population as India. Six 
hundred of the present size seems a very small number to service 
the needs of India, which is working towards rapid industrialis- 
. ation. We are also given pause and concern in our visits in many of 
the vocational and trade centres where we observed old and worn 

■ out equipment and obsolete methods being used to train young 
people in the various trades. We, therefore, recommend that a 
comprehensive survey be made of the works and needs of these 
institutions, followed by a correction of the deficiencies and then 
make immediate efforts to bring them up 10 the standard of training 
that will produce workers familiar with modern techniques and 
methods. In this survey the Institutes should lead and assist. 
Every efforts should also be made to train young people in industrial 
plants and workshops, supplemented by necessary theoretical train- 
ing. 

Vni. Relation of proposed inuUi-ptirposc institutes to other insti- 
tutions and laboratories. 

As previously stated, the objective of the educational activities 
of the proposed Institutes is to improve the knowledge of indus- 
tralists, their deputies and skilled workers, by giving short courses 
(from a few days to a few weeks) in order to improve practical train- 
ing and theoretical knowledge. The main aim and purpose is to 
assist small industrialists in being more qualified to run their work- 
shops and thereby produce a better product for consumer consump- 
tion. Practical experience and a certain degree of competence should 
be required for admittance to the Institult's for training. Theoreti- 
cal and practical training, as in vocational and trade centres would 
be advisable but should not necessarily be a requirement for admit- 
tance to the courses. Broadly speaking, the objective of the training 
activities of the pi-opo. ed Institutes is to simply and quickly impart 
to the small industrialist — for his immediate use — advances made 
throughout the wcttdd in science and technology as applicable to his 
problems. 

The proposed Institutes should be excellent channels for making 
findings of research laboratories, domestic and fcrcign as well as 
their Own, immediately available where applicable, to small industry. 

■ The small industrialist i.? generally not in a position to either conduct 
resi^arch or experimental work and he should, therefore, find the 
services of the proposed Institutes of real value to him. The In- 
stitutes in turn would be required to give all the assistance necessary 
to help small industrialists apply and implement research and ex- 
perimental findings. 

In planning the research programmes of the proposed Institutes, 
care should be taken so as not to duplicate work being performed 
■by other Institutes or laboratories. Of course, they should exchange 
•information and results of work. 
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IX. Recommendations for immediate Action 

All that has been heretofore described about the services of the* 
Institutes will of course take time to establish and put into full, 
operation. However, it is not necessary to wait until all buildings, 
equipment and personnel are ready before taking action. Much can. 
and should be done immediately. 

An administrator of the Central Staff can be appointed, a nucleus 
staff to assist him can be named, advisory bodies appointed, location 
of the Institutes can be determined, cost estimates for the necessary 
buildings and equipment can be finalised, a budget can be drawn up 
and approved, further and detailed services to meet the needs of 
small industries can be initiated, and the like. Also the recruitment 
of the necessary highly skilled personnel familiar with the operating 
services of such Institutes should start immediately. After sorme- 
initial planning, it is reasonable to expect that even some of the ser- 
vices of the proposed Institutes can be immediately launched in 
a modest way. 

Recruitment of the necessary highly skilled staff familiar with 
the operating services (ft the Insitutes is very important. The 
nucleus of trained and experienced men available may be limited. 
In view of that, it may be advisable to start the initial work with 
only two institutes — one in the East and one in the North — but the 
other two Institutes should follow as soon as possible. 

The Regional Institutes should originally be organized so as to be 
of service to manufacturers located in that particular area e.g. 
courses in the eastern Institute should stress the problems of the 
engineering industries while in the northern one, cycle parts, cutlery 
and foot wear etc. should be stressed. 

Top priority on the immediate action listed, should be the grant- 
ing of clear and full authority to the Ministry of Commerce and. 
Industry to establish and put into operation the Institutes. 



CHAPTER II 


DESIGN AND METHODS OF SUPPLY FOR QUALITY PRODUCTS 
IN HANDICRAFTS, ARTCRAFl'S, AND A SPECIALIZED 
SECTOR OF SMALL INDUSTRIES. 

Area of Production Defined 

This part of the report is concerned with the means to increase 
w'Gfrk and future opportunities among the makers of articles for 
home furnishings of all kinds such as furniture, floor and wall 
coverings, dinnerware, lighting fixtures, giftwares, and so on, and of 
articles for personal use and wear, especially fashiefn wear and 
fashion accessories, such as handbags, footwear, costume, jewellery 
and so on. All these sectors have been taken as a group in &is study 
because they are intimately correlated and often complementary in 
respect to market research, to design, to some phases ctf production, 
to distribution in India and even more so in respect to the export 
trade. The following pages in this chapter refer only to the above 
group whenever mention is made of handicrafts and small industries. 

Larger Sales Possible in '^Quality Markets’* 

According to our observations, Indian handicrafts and small 
industries could produce and sell in India and abroad much more 
than they do at present. Foreign markets would be available for 
such additional trade, as soon as modern requirements of production 
and supply would be met. The domestic “quality market” is grow- 
ing and changing rapidly. The current process of the corresponding 
re-adjustment in the field of production is considerably slower. 

Quality products are important not only in themselves, but also 
because they usually establish trends; an article, once accepted on 
higher levels, can easily find its way to the average consumer. They 
are also important because they allow for the widest possible use of 
objects, materials, and elements of decoration produced by the 
traditional handicrafts. This is the result of two originally inde- 
pendent but, to this effect, concurrent cultural movements, peculiar 
to our century; revival of interest in folk crafts, and a revolutionary 
change in the visual arts. For example, next to his fellow villagers, 
the best customers for a basket weaver of North Bihar are today in 
the discriminating homes of Bombay, New Delhi, Stockholm and 
New York. 

Basic Requirements and Needs 

The modern requirements mentioned before derive from an 
evolution of taste combined with the fact that more consumers^ are 
becoming more demanding. Today, in order to qualify as excellent, 
an object must present a more organic solution of various inherent 
problems than was considered necessary in the past. It must be 
properly constructed, with suitable materials, for a particular use; 
its form must be aesthetically pleasing yet must not interfere with 
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its practical function; the decoration, if any, must harmonize with 
the form and the texture. The finish must be good and durable. 
All this within a given cost. Much of the commercial success de- 
pends on the degree of approximation to such a standard. This is 
the task of a contemporary designer. 

In order to satisfactorily distribute these products m India and 
to foster considerably larger exports, the most urgent general needs 
are* 


1. Good design and technical quality. 

2. Reliable organization of supply. 

3. Coordinated promotion in India and abroad. 

A number of curent initiatives is now pursuing these very aims. 
We had the opportunity to see some of them. We have often admir- 
ed men and women as, for example, in Patna, in Bombay, in Delhi, 
in Calcutta, doing constructive work with a great deal of intelligence, 
talent, and unselfish energy. Yet, while we fully appreciate their 
efforts, we are convinced that a much faster and much more sub- 
stantial progress than the one observed is possible and that it could 
be actively assisted. 


RECOMMENDATIONS 
The School of Design 

Functions 

To help in the improvement of this field we propose to establish 
a National School Of Design, a centre for creative studies in interior 
design and fashion, having the following specific functions : 

1. Market and trends research in these fields and surveys of 

current production. 

2. Designing and making of improved and new models, pre- 

valently such as would be suitable for commercial pro- 
duction by the small industries and craftsmen. 

3. Arrangements for the use of such models in actual pro- 

duction by manufacturers and craftsmen. 

4. Training Of designers. 

5. Organization of, or participation in, exhibition and pro- 

motional activities in India and abroad. 

6. Publication and distribution of periodicals, books. and 

information pertaining to the field. 

Policies and Methods. Some Illustrative Details 

1. Market research and surveys . — In order to avoid duplication 
of efforts, the School will undertake direct research and surveys only 
when some specific information is not available through other 
organizations. 

2. Designing and making oj models . — ^This is a basic function of 
the school. 'Much preparatory and ancillary activities will go into 
it. To mention just a few: planning of the prognunme on the basis 
of the just mentioned research. Selection of handicraft products and 
materials most suitable to be incoi^orated in the work in progress. 



Research in the domain of Indian art, both ancient and contempor- 
ary, of appropriate sources of inspiration, motives and contributoi's. 
Study of materials, ingredients, methods of production, and equip- 
ment best suited for the making of a given group od objects, to be 
done mainly through tne services of the planned Institute of Techno- 
logy and occasionally of other institutions or sources of information 
and of technical assistance. 

3. Arrangements for the use of models . — ^In respect to the business 
erf production and distribution, the School is essentially a service 
organization. Services of designing should be offered both to pro- 
ducers and to distributors of Indian production here and abroad 
against fees and/or royalties. Exclusive use of design or model will 
have to be conceded by the School in most cases, under the con- 
dition that such can be applied to production in India only. There 
will be a large number of cases, however, especially during the 
initial sta^s, when the School will give its services without any 
compensation. This will take place in the sector of handicrafts and, 
sporadically, elsewhere for demonstration purposes, .^o, at any 
time the School decides that the creation and divulgation of a set of 
designs or models may be in the public interest. 

All initiatives emanating from the School will be in the field of 
small industries, village industries and handicrafts. There should 
be an allowance, however, to accept a limited amount of assignments 
from larger industries, for the following reasons: 

(a) It is impossible to draw a rigid border line between the 

small and larger industries. 

(b) Introduction of better design in the larger industries is not 

only in the interests of general welfare but can as well 
be to the direct advantage of small industries. 

(c) Many of the graduates of the School and, occasionally, 

some of its staff de.signers are likely to be absorbed by 
large industries. If the School is not barred from ren- 
dering services to larger industries, this danger, if a 
danger it is, will be mitigated. 

(d) Imitation of designs cannot be avoided in any event. 

(e) Sense of measure and vi^lance on the side of the manage- 

ment should be sufficient to assure adherence to the 
basic policies. 

4. Training of designers . — Most of the training of the designers 
will be practical and will consist in apprentice work in assistance to 
the staff designers of the School. There will be a certain limited 
amount of theoretical studies including courses in history of fine and 
decorative arts and architecture, principles of industrial design, basic 
economics of production and distribution. Whenever there is a need 
for special technical courses concerning materials and equipment, 
arrangements could be made with the proposed Institute of Techno- 
logy or a technical university. 

The selection of traipees should be extremely rigid based on a 
series of inter-views with the staff designers of the School and on 
a probationary basis. Mere desire to go through the courses of train- 
ing should not be considered sufficient reason for acceptance: The 
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examiners would have to be convinced that the candidate is poten- 
tially a good designer. A combination of personal qualities and 
talents should be of decisive importance and not degrees or studies 
previously completed. It will probably be necessary to hold preli- 
minary examinations in various parts of the country by one or two 
travelling members of the School’s staff. The applicants thus ten- 
tatively approved, should be provided facilities for the travel to the 
seat of the School and for the period of stay there until completion 
of final examinations. For many trainees, grants in aid may prove to 
be a necessity for the whole duration of training. We believe, that 
this expenditure vrould be a sound investment and that if necessary, 
if the School is to become a centre for the irradiation of good design. 

5 & 6. Exhibitions, publications etc . — These should be considered 
important branches in the activities of the School. Plans could be 
made for periodical exhibitions of interior decorations, for presen- 
tations of fashion, for travelling exhibitions, to visit large and small 
centres in various States. Above all, the School should try to build 
in many ways a net of communications between the dispersed ener- 
gies often isolated, sometimes discouraged: between the men and 
women of talent, of fine critical judgment, of some particular know- 
ledge and ability or simply inspired by a natural interest for a local 
craft. Their common contribution will be needed by the country 
in order to find its new and full expression in the minor tangible 
things of daily life. 

To the eyes of an outsider India appears as a fertile ground for 
the development of a contemporary style of her own. There is strik- 
ing relationship between modern architecture and some of the ele- 
ments of an Indian village. Decorative folk art, given freedom, never 
fails to carry a personal communication. They are sturdy and vital. 
The aura of repose, so genuine in an Indian home, is the one much 
sought for everywhere in the world. When such elements are em- 
bodied in the new Indian style, it will be of universal value. 

Some aspects of the Organisation 

Wc recommend for the School an independent advisory Board 
chosen on the basis of merit alone. 

An international authority in the field of design capable in adminis- 
tration should be placed in charge of the School and given full 
powers. He will have proper assistants, one of whom should be an 
authority in the field of fabrics and fashion. We wish to stress the 
need to secure the services of men and women of the highest com- 
petence for the direction of the school and its main departments. 
So great is the wealth of the basic material, in crafts and people, so 
urgent is the call for guidance, for a constructive organization of 
work, so intricate is the beginning of the task that only the best 
minds and talents that can be found available in the world would be 
able to perform it. 

The operation of the School should be distributed between main 
departments, according to the functions listed before. Each depart- 
ment may have sub-divisions. We recommend the method of fre- 
quent conferences and consultations among the heads and the staff 
designers of the various departments and sub-divisions. The best 
opportunities for a wider use. for new uses of traditional handicrafts, 
among other reasons, depend on it. 



We recommend that a special effort be made in the field of Village 
Crafts, for the villagers’ use. Because of the School, the benefits 
of all round Information and up-to-date experience in the field of 
design will be available to the villagers. 

The School should have small workshops for the preparation of 
models. 

The School would be a non-profit organisation. Its income from 
fees and other sources would be used for expansion of activities. 
Units in the Field 

A considerable part of designing, re-designing, and preparation of 
new samples and lines would not be done at the School, but on the 
place of actual production, in direct contact with the respective crafts- 
men and producers. A designer or a group of designers should be 
delegated for every such assignment and would stay and work in the 
place of production for the necessary length of time. For assign- 
ments involving complex technical problems, teams could be formed 
of the School’s desi^ers and experts supplied by the Institutes of 
Technology. 

There are centres and sectors of production among those observed 
by the Team where such an intervention would so obviously be useful 
that we do not hesitate to recommend it for immediate implementa- 
tion. even before the main structure of the School is at hand. Res- 
pective designers or groups of designers could begin their work as 
independent units, to be absorbed by the School as soon as it is 
organized. 

It is e.ssentia], of course, that the quality of performance of the 
National School of Design be substantially higher than that observed 
in the centres of design now in operation. It is especially important 
that materials, skills, and ideas available in the various parts of 
India be constructively incorporated in the models and designs pro- 
duced by the School. It is also stressed in order to assure results 
intended, that the School of Desim be a new, independent institu- 
tion along the lines described in the *Five Year Plan. It should be 
set up as a Central School of Design with detached units in various 
centres of production. 

CUSTOMER’S SERVICE 

In the sector of the trade defined in the introduction to this chap- 
ter there is an obvious lack of satisfactoi^ channels of distribution 
and of a sufficient number of reliable commissionaires. This defici- 
ency is very damaging especially to exports. It has been felt for a 
long time. Progress is negligible because (among other reasons) of 
^eat distances and want of special competence in this field. An 
impulse and a help are necessary. Our suggestion is to promote the 
setting up by associative bodies, institutions, group of existing pro- 
curement agencies and/or private business of an autonomous Custo- 
mers’ Service Corporation. We recommend that the Gk>vemment 
give financial and other assistance to its establishment and operatiem. 


^Fiist Fire Year Plan, Peoples edition, January 1953 pag*-* H9 paragraph 15 “The 
Ccntnl Government should also consider the establishment of a separate institute for 
research in handicrafts and the study and preparation of detigns. Such an institute 
could work in co-operation with arts and crafts schbols, institutions like Santiniketan 
and the department of industries i a the States.** 
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The main functions of such an organisation would be: 

1. Continual surveying of the current production, analysis of 

productive capacity at hand for separate items, gather- 
ing of samples and information and making them avail- 
able to the Indian and foreign trade, distribution of infor- 
mation to producers on the market’s requirements and 
trends. 

Coordination of this continuous flow of information so as to 
make possible, in case of need, the shifting of orders from 
one centre of production to another. 

2. Making available procurement services to the Indian and 

foreign trade, service which would include negotiations 
with the producers on behalf of the buyer on prices, terms 
of delivery and payment, specifications, etc.: the placing 
of buyers’ orders; inspection of finished goods and, if 
necessary, of various stages of production; study of pro- 
per packing and shipping methods and supervision of 
packing and shipping; providing for insurance and for- 
malities. 

For services rendered, the Customers’ Service Corporation would 
receive normal commission fees from the respective Indian or for- 
eign business concerns. As a matter of fact, it would be acting as 
buying agents for a number of such concerns. 

Credit facilities 

It often happens that craftsmen and owners of small industries, 
no matter how skilled and able cannot accept and execute orders due 
to lack of working capital. Such financial troubles deserve atten- 
tion by the Customers Service Corporation. In Chapter III we have 
suggested the provision of specific funds and the setting up of suit- 
able organisation for providing government loans to small industries 
and to craftsmen. We suggest arrangements be made between the 
Customers Service Corporation and the authorities operating these 
funds so as to facilitate granting of short term credits for working 
capital to craftsmen when such help is necessary for execution of 
orders at hand. It is often essential for obtaining orders that the 
craftsmen within a short limit of time can be assured of getting such 
credits. Therefore, the local authorities operating these funds should 
be empowered to grant limited short term credits without many for- 
malities and without delay. Of course, this system is to be carefully 
tried and by and by enlarged if the experience from this policy proves 
favourable. 

Letters of credit placed by buyers should be accepted as sufficient 
security on recommendation of the Customers Service Organization. 

Purposes and methods 

We suggest this kind of organization because one of the major 
obstacles in the development of markets for Indian small industries, 
artcrafts, and handicrafts is the deficiency of reliable marketing 
channels and proper controls. We propose an organization that 
would act on behalf of the buyers rather than represent small pro- 
ducer (as perhaps might seem more suitable at first glance) because 
this is the only way to inspire initial confidence in the buyers — and 
the buyers represent the purchasing power of the markets. 
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This, in fact, is the only way of assuring accurate deliveries, in 
standards and in time, and appropriate packing and shipping. 

This is the best way to introduce the habit for timely and res- 
ponsible execution of commercial orders among the small producers. 

Many of the small producers suffer from the lack of information 
on the requirements of the markets. Daily contact with the exacting 
Customers’ Service Corporation personnel, representing the buyers, 
should result in direct contacts between the producers and the 
market. At present, the contact is mostly between the producers 
and the middleman. Too few among the middlemen are informed 
and enlightened enough to discuss anything except price. 

Too many producers think that their sales are poor only because 
their product is not sufficiently known. Even when true, this is 
only one side of the problem. Besides, the fact that some minor 
changes at least are virtually always needed to fit the actual demand, 
proper channels of supply for the follow-up are essential. Shows, 
exhibitions, promotion are necessary and useful, of course. But it 
would be very dangerous to think that all that has to be done is for 
somebody, the State, for example, to start mass purchasing of the 
craftsmen’s output, as is, and to offer it for sale. It would not only 
be financially dangerous for the buyers but w'ould be, in a long term, 
even more dangerous for the craftsmen, left to live in a false Illusion. 

Structure 

Customers’ Service Corporation should have a central office in 
a port city, regional offices and branches in various States and cen- 
tres of production. In order to render satisfactory services, the total 
of these local branches for all of India should be upto twenty and 
probably more. Each local branch should have at least one compe- 
tent assistant buyer and a small clerical staff. It should also have 
a jeep. The attainment of this structure should come out of sound 
evolutionary process. 

Selection and training of personnel 

To assure quality of performance, the managerial staff and heads 
of all the local branch offices must be carefully selected and trained. 
Here again the choice should be made on the basis of personal quali- 
ties and attitudes. The interviewing and the selection itself should 
be done by businessmen having a specific experience in procurement 
and exports. The training could include some courses in arrangement 
with various departments of existing schools and universities. Mainly 
it should be done through a special set of courses to be delivered by 
Indian and foreign businessmen, through visits and seminars in the 
places of production and, above all. through a period of practical 
apprenticeship in the regional offices to be established as soon as 
possible under qualified management drawn from business, even 
from abroad, if necessary, and adequately remunerated. 

Future prospects 

Customers’ Service Corporation should aim to become economi- 
cally self-sustaining. Under reasonably favourable circumstances it 
could be expected that the budget of the third or fourth year of 
operations would balance itself. Such a goal should be set as a re- 
commendation to the management with a premium for attainment. 
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Potentially, there is place in India lor several such organizations. 
The one proposed should be considered as a first step. As the pro- 
spects of development grow, other such organizations of varying sizes 
should be set up on the same basis, to cover the field more thoroughly 
and to encourage competition among the buyers. 

EXPORT DEVELOPMENT OFFICES ABROAD 

On the same basis as the Customers’ Service Corporation but 
independently from it, we suggest the promotion, the establishment 
and operation of two Export Development Offices abroad, one in 
North America and one in Europe. 'These offices abroad should be 
established and controlled from India by a suitable association of 
producers and the trade in this field. Government assistance may 
be necessary at first. Their functions would be: 

(a) To survey the markets and specific trends in interior de- 

coration and fashion. To convey such information to 
the School of Design, to the Customers’ Service Corpo- 
ration, to other organisations, and to Indian producers 
and trade. 

(b) To supply information on Indian production to local busi- 

ness. 

(c) To supply material on Indian production to the Press and 

other channels of trade and general information. 

(d) To test market reactions on models prepared or selected 

by the School of Design. 

(e) To make contacts with importers or prospective importers 

of Indian goods, stimulate their interest in Indian pro- 
duction and make arrangements for the sei'vices of the 
Customers’ Service as buying agents. 

(f) To make arrangements for presentations and exhibitions of 

Indian goods and for other promotional activities. 

The offices need a very limited personnel and a very competent 
and energetic management. They may charge fees for their services 
but must not engage directly in the trade nor undertake responsibi- 
lities in any business operation. 

Co-ordination 

We suggest that the heads of the three organizations mentioned 
in this Chapter form a co-ordinating committee. They should be 
independent bodies but work in co-operation with existing organisa- 
tions such as the Handloom Board Handicrafts Board, etc. 

Some notes on promotion 

There is a number of promotional activities in the field now, many 
of them successful or promising. We will not undertake to survey 
and evaluate them in this study because it is our general view that 
the intensity of promotion should always be related to the degree 
of preparedness in the quality and quantity of production and faci- 
l™fs of supply, so that the success of promotion could lead to tan- 
mble resulte. In this sense, we do not think that the time is ripe 
for immediate large scale initiatives. 
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Trade exhibitions in India 

Should a rapid progress take place and a noteworthy number of 
properly designed and executed sample collections become available, 
we would suggest the organization of a large scale and well publish- 
ed trade exhibition or presentation to wholesale buyers, especially 
to foreign buyers, in one of India’s major cities. A comprehensive 
selection of articles in home furnishings, giftware, textiles, fashion 
accessories, etc. should be made for the presentation. Complete in- 
formation as to the prices, productive capacity, and time of delivery 
should be available to visitors at the exhibition, as well as services 
for placing of orders and eventual follow-up. 

A large number of prominent American and European import- 
ing business concerns should be invited to send their representatives 
and buyers, perhaps as guests of the exhibition or of the government. 

We indicate this method because it is likely to arouse an intense 
interest in Indian production and can best lead to the establishment 
of lasting connections between foreign buyers and Indian producers. 
Encouragement should be given at all times to foreign importers 
who are sufficiently interested in Indian exports, to spend some time 
in India in direct contact with producers and craftsmen and to work 
out some “exclusive lines” for their trade. The advantages of such 
a direct collaboration are usually great and longlasting, not the least 
of them is the one deriving from a principle common in the American 
business: that the supplier of goods must earn well if the buyer 
wishes a regular supply. 

Speaking in general terms of assistance in exports and the pro- 
motion of exports in the sectors surveyed, we can recommend: 

(a) To allow liberal sending of samples, always provided with 

full information as to the price, availability, and for- 
warding facilities. 

(b) To insist on exacting selections of material for exhibitions 

and presentations oTany kind, selection made with speci- 
fic reference to the given purpose and to the given 
public. 

(c) To avoid shipment of goods on consignment or as test 

lots or in any way other than acceptance and payment 
before shipping. 

(d) . To assist foreign buyers here with travel facilities, inter- 

preters, and information. 

(e) To encourage and assist the establishment in India of 

permanent buying offices of foreign concerns. 

(f) To avoid giving any exclusive rights to a private foreign 

concern and to avoid that the name of the govern- 
ment be used in promotion by a private concern. 

Conclusion 

Most craftsmen and small producers cannot engage in long-term 
planning nor sustain a determined, lengthy effort. This is the major 
jeause of their difficulties. Whatever the measure the government 
/might decide to adopt in the way of assistance, we recommend that 
such measures be designed to provide the advantages of the badlv 
i^ded long-term planning and the means to implement it, rather 
V than to bring immediate but passing relief. 



CHAPTER III 
CREDIT AND FINANCE 

The problems of small industries together form a vast complex 
where the different parts, regarding material, production, quality 
control, finance, marketing etc. cannot be solved separately. The 
credit and finance problems have to be tackled as a part of the 
whole programme, if they are to be solved. For, without proper 
finance there will be no efficient planning, nor purchase of materi^, 
nor production nor marketing, nor any fair profit, the latter in its 
turn forming the foundation of the finance itself. 

Complaints from Small Industry 

When we were visiting small industries and artisans in different 
parts of India, complaints about lack of finance were often the 
ones first mentioned when discussing the problems. Such com- 
plaints, however, are often not quite adequate but usually cover a 
lot of other troubles and problems. Complaints of lack of reason- 
able credit often are only an admittance that the business itself 
has not so far been profitable. Of course, where no profits appear, 
or are likely to appear, few people nor institutions, are willing to 
invest and risk their money. 

Some Basic Fundamentals about Capital and Credit 

Complaints about lack of crecfit facilities seem often to be caused 
by the fact that there is not enough knowledge about the distinc- 
tion between capital and credits. Usually, business enterprises 
should require different types of funds, viz. (1) venture or risk 
capital, (2) long-term loans, (3) short-term loans or working cre- 
dits. Venture or risk capital is a basic condition before starting 
an enterprise and should be invested by the enterpriser himself or, 
in medium-sized and larger enterprises, by the shareholders. Long- 
term loans are often needed in addition to the risk capital for 
financing the fixed assets. Short-term loans are those needed to 
keep the enterprise operating and are used to meet current ex- 
penses including payrolls, re-stocking and re-equipment of machines 
and inventory. 

The proportioiTbetween these different types of funds, of course, 
vary from one branch to another. But to a great extent, it is 
accepted that the fixed assets should be, to a greater part, financed 
by the operator’s own capital and reserves. And the borrowed 
money should not exceed 50 per cent of the total capital require- 
ment of the enterprise. Thus, a reasonable amount of the proprietor’s 
own capital should always be a primary postulate before requesting 
credit, a fact which is often forgotten in the discussions. 

Capital Supply and Finance Support Starting Small Business 

How will these statements fit when adopted to small business^ 
As a rule, small business even in industrialized countries will start 
with only small capital resources. A craftsman, worker or foreman 
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usually starts a business where his own skill and energy form the 
major part of the assets, the rest consisting of some saved money. 
If he understand how to run a business of his own, he, by and 
by, will be able to get a little profit and procure implements. He 
will be looked upon as reliable and may get some funds from 
friends and relatives. In addition, trade credit might be extended 
by suppliers, distributors, etc. on materials and goods, this being 
too a question of reliance. 

A modest risk capital completed with such credits once being 
created, it is very important that other credit facilities are avail- 
able for the further dvelopment, even if the business concerned 
happens to be a small one. The credit facilities should not only 
include working capital but also medium or long-term credit, when 
needed for buuding of a small factory of his own and/or buying 
new and better machines. Banks and other credit institutions will 
in some countries fulfil an important task in confiding the small 
business and granting them not only short-time but also, in actual 
fact if not formally, medium and long-time credit. 

A development of small business, as mentioned above, will be 
found in highly industrialized countries, where even small business 
have taken advantage of modem machines and methods of produc- 
tion and thereby, when they have come into full operation, are often 
considered to be good clients to the banks. As an example, the 
commercial banks in Sweden more and more are following these 
lines in their general policy. One of the biggest commercial banks 
in Sweden, AB Svenska Handelsbanken, had in 1946 only 18 per 
cent of its total loans to industry granted to small industry and 
artisans’ enterprises with less than 50 workers. By 1953, loans of 
this bank to small industry had arisen to 28 per cent. The total 
amount of outstanding loans from commercial h anks in the whole 
of Sweden to industry and service trades was, in 1953, estimated 
to be about 220 crores of rupees (Swedish currency expressed in 
rupees), of which sum about 75 crores (34 per cent.) were granted 
to small enterprises with less than 50 workers. 

The fibres above are only mentioned to show that, when busi- 
ness conditions and industrialisation are different, the credit policy 
will show great differences as well. The Swedish example is not 
meant as a model to be followed in India. Indian problem should 
be solved in the framework of Indian conditions. However, when 
the standard of living of the Indian people gradually rises and 
industrial progress proceeds as called for in the Five Year Plan, the 
savings of the people will rise too. The credit institutions — ^gov- 
ernment, private and cooperative — ^will get more resources and be 
able to serve industry and trade with more money. It would 
be necessary that the sector of small industry thereby should get a 
proper part of loans, if they shall have a chance to overcome the 
present condition of severe handicap. 

Finance Conditions for Small Industry in India 

In most of the workshops visited, real finance did not seem to 
exist at all. There was a severe lack of capital as well as of 
credits. The small factories in traditional Indian branches such as 
the brass industry in Moradabad, the lock industry in Aligarh or 
the shoe industry in Agra to a great extent seemed to rely on 
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dealers when buying raw material as well as when marketing their 
products — ^little money available for more independent business 
methods of their own. Pressed by the necessity to (Ij seU every 
day’s or week’s production at once, (2) buy raw material in small 
quantities at retail price, or (3) work to order of a dealer, i.c. with 
no material of their own, their day-to-day earnings are very de- 
pressed and will not allow them to procure needed implements or 
machines and thus produce more and better. In many centres 
production is divided not only between a great number of producers 
in the same line but also in several operations, each with its o^ 
specialized men. This makes it difficult to follow the economical 
procedures throughout. The general keeping to tradition in produc- 
tion and marketing and the split into too many units, each of which 
are lacking power, good tools and machines, has formed an uneco- 
nomical and as a fact, a very dangerous structure of business. 
This will be very hard to change for the better conditions which 
v/ould bring credit and finance on a sound basis. 

The major reason why capital within small industry is scarce or 
does not exist at all is largely due to the low productivity and 
over-population in many branches. The methods being primitive, 
it is easy for a worker to start a business of his own. He does not 
need many tools or much equipment as his competitors themselves 
do not have any such advantages. They are all bound in the 
same depressed conditions and seem unable themselves to find a 
way to a better standard, in spite of their indisputable skill as 
workmen. 

The commercial banks, it seems, are not able to grant credit t'..> 
small industries. Admitting that the present depressed condition.s 
are not conducive to the granting of credit, it seems that the banks 
themselves have not made proper effort in their field to correct 
these conditions. Following the traditional banking policy, they 
gener£dly do not consider it possible to grant any credits to factories 
who cannot offer exceptional first class security. Loans with secu- 
rity in land and buildings, which form a part of financial institu- 
tions’ activity in many other countries, seem not to be made to 
any large extent by Indian banks. Loans against security, partly 
or fully, in machinery seem to be negligible for small industries. ' 

As a summary, it may be stated, that the commercial banks are 
at present reluctant to do business with small industries even at 
places and in cities where most of the population is dependent on 
small industry for their living. The major reasons appear to be: 
11 ) the present weak structure of the typical small industry with 
production split up into too many units, each lacking capital of its 
own and proper equipment; (2) the present policy, regulations and 
practices of the banks; and (3) the relation between the limited 
resources of the banks and the actual demand for money in the 
market. 


SUGGESTIONS 

Certain concentration instead of nneconomical split np 

The present economic difficulties of small business in Tndiw are 
such that a very strong effort is needed if beneficial results are to 
be achieved. 
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As stated above, the production within small industries is often 
split up in too many units. If small business is to survive a certain 
concentration should be made. Many of the craftsmen of today will 
not have the managenal talents to run workshops of their own, 
of a larger size and with more mechanical production. Introducing 
of new methods in itself will make a limited concentration neces* 
sary in order to utilize new methods. It must be stressed that 
concentration and/or modernisation will not at mean that small 
business should lose its importance as an economical factor; on the 
contrary, a gradual change of the present backward structure is 
. necessary and desirable. 


Selected Credit for certain purposes 


In the held of hnance this does not mean that if and when 
better credit facilities are achieved, all small enterprises should 
expect to get loans. Credit should chiefly be given in order to gain 
certain results, such as securing modern equipment and better 
utilisation of manpower. Enterprisers who desire to improve their 
production in the way must be or become capable for the task. The 
problems to be faced are of such importance that a very close co~ 
operation will be necessary between all elements involved — central 
and state governments, state finance corporation, insurance compa- 
nies, commercial and cooperative banks, etc., and the industrialists 
concerned — ^to get a proper solution. 


Bank’s contribution 

Considering the great importance of small industries in Indian 
economic life, it follows that the banks should pay greater atten- 
tion to the maintaining and development of this sector. 


The team recommends that commercial banks delegate authority 
more than at present, to branch offices to decide on questions re- 
garding loans to small business. It is said such a decentralisation 
Is already practised to a certain extent. This practice should be 
extended. Local boards of directors or local advisory boards in 
other countries have proved to be very useful in order to gain 
better communications between banks and local industry and trade, 
and we believe such boards would be useful here. The team re- 
commends the establishment of local boards of directors. If advi- 
sory boards are used and disagreement on loan applications develops 
between the local management and the advisory board, final auth{»- 
rity to decide should be referred to a higher level. It is in the 
interwt of both banks and customers that these communications 
should become closer, and that the banks have a thorough know- 
ledge of persons and enterprises within the sector of small business. 


C^it cooperatives with the aim and purpose to provide credit 
mx their members, operate largely in other fields such as Agriculture. 
There are, however, to a limited extent Cooperatives formed to 
serve small industries. Properly managed, they can make a good 
^tnbu^ to credit facilities and they have a wide field open to 
them. Especially for short term credits, there is an expanding need 
lor them even for small village industries. The cooperative banks 
save » to largely served agriculture credit, but they should 
^ar^ then: activity in the industrial field. The cooperative prob- 
lems have been discussed in details in Chapter V. ^ 
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Money-lenders existence shows need for more intense ho nking 

There has been much said and written about the functions of 
money-lenders especially in the villages and towns. The team did 
not get any concrete idea about the real importance or non-importance 
of money-lenders. It seems, however, that when the banks — as can 
be seen in some parts of India — ^have given more attention to the 
rural areas, the scope of the money-lenders has considerably dimi- 
nished and the interest rates charged by them have gone down. 
The very existence of money-lenders, however, shows tliat the money 
market, for some reason or other, does not satisfy agricultural and 
small business activity in a reasonable way. It is obvious that 
when the usual banking rates of interest are about 6 per cent and 
the corresponding rates of money-lenders mentioned at different 
places can go as high as 20 or 30 per cent., there should be room 
for a more intense banking system in the rural areas and towns. 
Such a system should include promotion of savings. 

Can a mortgage system be developed 

Credit and loans against security in mortgage of land does not 
seem to be a common form of credit in India. The reasons might 
be several, one of them being the need in several states for a bettei 
hypothecation and mortgage system. Real estate forming so large 
a part of India’s resources it has to be considered very important 
that the system of loans against mortgage should be developed and 
adopted more generally as a security by the credit institutions 

State Aid to Industries Act 

From its observations the team feels that the State Aid to Indus- 
tries Act has been practically of no benefit to small industries for 
whom it was intended. We also feel that conditions and procedures 
under which loans are granted should be simplified so that loan 
applications can be processed rapidly. 

Venture Capital should be encouraged 

It is highly important that private venture capital be more and 
more .available for investment in small industry. This no doubt, 
w’ill be the case, if and when it is realised that small industries, 
properly equipped and managed, are profitable. 

An essential postulate for business expansion in this field, as 
in other ones, is that the general atmospjhere for conducting busi- 
ness be of a favourable nature. Furthermore, venture and risk 
capital within industry and trade, should have a fair chance to give 
reasonable net profits to the investor as compensation for the 
risks taken by him. 

State Finance Corporations 

The team emphasises the necessity of the State Finance Corpora- 
tions paying attention to the small industries. The team feels that 
State Finance Corporations, like those that have already been set 
up in some states, should be established in all states. Since there 
might be a risk that the activities of the corporations would bo 
concentrated to a few bigger or medium sized industries. Such 
corporations, therefore, should be required to pay due attention to 
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"i small industries. A separate portion of their fimds should be 
reserved for exclusive use by small industry. The minimum 
permissible loan, from these funds, should be established at 
such a level that there would be no question as to 
whether the small industry could get a loan. 

As stated before, there is an overall lack of risk capital within 
email industry. As we understand it, the provision of venture 
capital is not an intended function of State Finance Corporations. 
If the present deadlock is to be overcome, it seems necessary to 
provide venture capital to small industry by certain measures. For 
this purpose a definite allotment should be made from Government 
funds provided in the 5 Year Plan for small and village industries. 
It is recommended that such funds be allotted to the State Finance 
Corporations. Very thorough investigations have to be made prior 
to the funds being used in an appropriate way, to create opportunities 
for efficient production. Contacts with able persons and good 
factories should be made for a careful selection of good investments 
in the field of small and village industry. 

Loans should be granted to persons and enterprises for building 
workshops and buying machine equipment, the security consisting 
primarily or entirely of mortgage on the real estate and machinery. 
The credit should usually be a medium or long term loan. The 
ability and personal integrity of the borrower should be an essential 
point when granting loans. ' 

Rapid improvements could be reached 

A competent field organisation for providing Government loans 
to village and small industries should be immediately set up. It is 
suggested that such a field organisation be established as a part of 
the State Directorates of Industries. This organisation would act 
as agents of the State Finance Corporations for the purpose of 
making loans. This organisation should survey the possibilities for 
rapid improvements of village and small industries’ working condi- 
tions. It should be possible to help many able and skilled cr£tftsmen 
in villages to get implements and machines which they never had 
an opportunity to procure so far. For instance, most of the village 
blac^miths need welding equipment, drilling machines and other 
implements. The carpenter needs a motor driven saw, a plaining 
machine and so on. In these cases, the machines themselves should 
serve as security for the larger part of the amount of the loan. As 
an alternative the organisation could buy suitable machines in bulk 
and rent them to the craftsmen. Arrangements should be made for 
ultimate purchase by the borrower at the time of loan. Small 
producers often need short term loans to finance the production of 
orders. On a proper basis this organisation should grant them. 
Loans to finance production in the field mentioned in Chapter II on 
handicrafts etc. come in this category as well. 

Granting of loans, entailing some risk, by the organisation would 
likely encourage other recognized credit institutions to enter this 
field. By repayment of such loans the manufacturer establishes his 
credit and he thereby should become eligible for larger amounts as 
he needs additional capital for expansion of buildings or equipment. 
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Instalment Credit 

The team has noted that Instalment Credit does not exist in India 
in the same way as in some other countries. A sound system of 
instalment credit primarily directed to the purchase of machinery, 
equipment and useful utensils but not excluding consumers goo^ 
would contribute to a rapidly expanding economy. When initiating 
the rules, much care miist be taken so as to prevent people from 
being imjustly exploited. 

Conclusions 

The credit and finance problem is a major one for small business. 
At present Government committees are investigating the finance 
problems of India as a whole. We hope that the small industries 
problems will be taken up in their recommendations and that our 
suggestions will be considered in the light of the great importance of 
small industry in India. We believe that if a combined effort is 
made with whole hearted contribution from all parts concerned in 
the field of finance, it would effectively improve the present state 
and structure of village and small industries. 



CHAPTER IV 


TRADE ASSOCIATIONS 

There is no lack of organisation -within the business life of India. 
In small industries, however, only a few of those are associated. 
There are of course associations even in this field, but most of them 
of a local character and their activity is irregular. Only a few 
associations are offering good services to the members, others mainly 
existing on paper. 

Among the associations for representing business life are the 
Chambers of Commerce and their federations. The different big 
industries usually have formed their own all-India associations. The 
idea of joining associations has so far not been generally accepted 
by the small and medium sized industries, not to speak of the ai'tisans 
and craftsmen. 

Trade associations needed in modern society 

In more industrialized countries trade associations have expanded 
rapidly during the last decades. They are now playing an important 
role in the economic life. They will often considerably influence 
the economic policy especially % pointing out and protecting the 
common interest of their members in relation to the Government and 
local authorities. Once brought into action, the trade associations 
are mostly considered an indispensable part of a democratic society. 

So far associations of small industry in India have, as far as 
available figures show, only a limited membership. It might be 
mentioned that in Western Germany about 900,000 private enter- 
prisers within crafts and small industries are members of their own 
local and trade associations. They have formed centres for informa- 
tion and consultation and are joined in a top federation. A similar 
organisation in Switzerland emphasises small industries and crafts- 
inen as well as retailers and has 200,000 members. These organisa- 
tions have to a large extent the responsibility for the high level of 
skilled craftsmanship and the solid position of small business in both 
countries. 

General functions 

The general function of trade associations should be to perform 
and execute things of mutual interest to the members; things which 
each of them would not be able to do by himself. This activity 
should touch a large number of aspects, e.g., promotion of vocational 
training, demands for better credit and finance, purchasing of raw 
materials, market investigations, collective publicity and information, 
contribution to experiment and research for the benefit of the 
members, etc. 

The association should act on behalf of all members, when 
negotiating with Government and municipal authorities or in 
relation to other sectors of business and social life. The associations 
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can also perform internal service of different kinds for the benefit 
of their members, e.g. consulation in the technical field, business 
management, finance calculations, book-keeping, etc. They can 
arrange conferences for discussion of an formation in actmn 
business or trade problems. They can organize study and training 
activity, supply regular information for members and so on. 

Local Activity 


Activity in the local field is another important task of the trade 
associations and their federations. Associations can often inform 
local authorities so that they can take steps in order to improve the 
general conditions for running industrial or commercial activity. 
The informed authorities can arrange for specially suitable areas for 
industry and trade and take initiative to encourage vocational 
training schools, improved communications, exhibitions and so on. 
Furthermore, associations should be formed in order to help the 
economic interests of the members. This latter form of co-operation 
has been discussed in Chapter V. 

Suggestions 

We consider it a good thing if the existing local and trade 
associations in the different states in India could be developed and 
strengthened. If so, they will be able to give better service of 
different kinds in order to help their members. When discussing 
these problems during our tours, there seemed to be a great interest 
for a further development of associations in many places. 

The artisans, craftsmen and small industries as single units, have 
very little influence. Joined in efficient organizations they, however, 
would no doubt be able to guard their interests and help to form 
public opinion. In a rational system of organization, small and 
village industries, ai'tisans and craftsmen could be gradually brought 
into action. This would be an active contribution to Indian 
democracy. For the Central and State Governments it would be a 
real advantage. When dealing with different problems in this field, 
there would be icsponsible and representative associations with 
Avhich negotiations could take place. 

From several meetings with industrialists we gained the 
impression that it would be desirable if the Central and State 
Governments would, together with the Chambers of Commerce, take 
initiative to organize meetings for discussing these problems. It is 
true that associations usually are and should be creat^ and organized 
by private enterprisers themselves. In the field of village and small 
industries in India, however, the present conditions are a bit 
different. There are very few representative local associations not 
to speak of any tendency for state or all-India associations. The 
pi'esent conditions are such that it might take a long tim«» before 
individual activity in this field can be expected. Therefore and in 
spite of our opinion that business associations should be formed by 
private initiative, we think it would be advisable if Central and State 
Governments would take up this question and arrange meetings for 
discussion on actual problems of small industries as well as to 
investigate the interest for forming trade associations. The activity 
of the authorities should, however, be limited to taking the initiative 
and bringing the problems up for discussion. The further steps of 
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^organizing would be the task of the enterprisers themselves. If and 
■when discussions are to be held, it is essential that co-operation 
should take place with the existing organizations in other fields to 
secure their experience for the benefit of the further development. 

One task of special importance for the Indian trade associations 
will be to take part in forming good contacts between the proposed 
institutes of technology, the School of Design and the industrialists 
and craftsmen concerned. Training courses, meetings and informa- 
tion at local places as well as at the institutes should be arranged 
in close collaboration between the associations concerned and the 
Institutes. The forming of capable associations will, therefore, be a 
pre-requisite condition for a good contact between the Institutes and 
the people which they have to serve. Part of the initiative suggested 
above to be taken by Government in this field could in many cases 
be performed by the Institutes. Discussions regarding this matter 
could, for instance, be taken up when training courses are arranged 
within different branches. 

We recommend such items to be taken up as soon as possible. 
As the industrial and commercial development of India proceeds, the 
need for good associations will be correspondingly increased. The 
sooner the nucleus for these associations can be formed, the better. 

As a rough scheme for the organization of small industry, it is 
'suggested that the promotion should be made separately in the 
• different States and/or industrial areas. There should be a proper 
survey made to find out which branches are at first to be concerned. 
The primary aim should be to form trade associations within the 
respective areas. At the same time, efforts should be made to form 
local groups of enterprises, especially at places where there are 
many in the same trade. Such local associations are already existing 
at various different places. They should be interested to promote 
the work of organisation within their respective trade. 

It would also be advisable to form general associations of 
enterprisers irrespective of vocational trade in towns where such 
associations do not already exist. Finally, a federation of associations 
should be created as top organisation for the whole area. A later 
question will be the forming of an all-India federation consisting of 
all the top organisations and trade associations of the different states. 

The^ discussion above concerns small and medium sized enterprises 
producing goods or services in the field of production. However, 
wholesalers and retailers should have representative State and 
all-India associations too. We, therefore, recommend a survey to be 
<done of trade associations for the whole business sector. 



CHAPTER V 


CO-OPERATIVES 


India has a long history of original cooperative effort in the fields, 
of agriculture, indhstiy and finance. PerhaM more words have been 
written about co-operation in India than about any other economic 
problem. Co-operatives fill their greatest need whra, as le^l 
instruments for joint action, they can be us^ to help people do 
those things that they cannot do for themselves. If plaimed and 
operated ai a credit, purchasing or marketing tool, to assist several 
men, families or groups, — ^to do what they in^wdu^ly cannot do 
effectively , — it is a device of great value, both to the indiviaual ana 
to the state. The co-operative should never be looked ujion as an 
end in itself. The people of India are inclined for co-operative effort. 
The long history of co-operation of the people in following out the 
decisions of the panchayats is an example. The success of these 
panchayats depend largely upon voluntary co-operation on the part 
of the village people. 


Nearly every brand of co-operation known to man has been tried: 
out in some form on the Indian people. They have been promoted 
by both nationals and aliens. They have been offered as a cure for 
about every known type of economic and social ill. They, .have too 
often been attempted by those who had never spent any time in the- 
actual operation of a successful co-operative. 

Sir Malcolm Darling, whose work was centred in the Punjab, was- 
a notable exception and the results of his efforts are still seen in the 
successful financial structures of agricultural credit. There were 
other great pioneers who saw the vision of an India, prosperous and> 
frugal, through the aid of self-help co-operatives. However, for 
every devoted and well-informed leader there have been a dozen or 
more self-appointed, unequipped crusaders for co-operatives. Their- 
motives have been mostly good; their mistakes have been of the head: 
and not the heart. This lack of knowledge of co-operative manage- 
ment has not been true of India alone. In the United States, for 
example, the record of the early day agricultural co-operative is one 
of many failures; and in the field of industrial co-operation the recordl 
has been even worse. 


An idea is right when its time Has arrived 

However, the flame of co-operation eternally flares through the- 
night of despair and enough sparks from it ignite the combustible- 
material to prove that there is nothing wrong with the theory of 
co-operation, but rather with its application. An example of this is 
the establishment in the United States of the credit unions, or poor 
man’s bank. The original idea for this came from the Bombay 
workers’ thrift clubs about fifty years ago, when Edger Filene* saw 

•Many writers credit the Raiffeisen coopcraiivc movement in Germany, transplan- 
ted to India, as giving Filene this inspiration ; but according to many students off 
cooperatives in India, the idea is really much older and came from the Bombay indi- 
genous workers’ thrift clubs. 


46 



47 


nthere groups of poor labourers saving their annas and creating smalt 
t>anks &om which they borrowed as need arose and emergendea 
'«ame. He saw in that the working of a plan tiiat would help raise 
the economic level of the poor, debt-ridden labourer of North 
America. Today, some 8 million Americans of modest circumstances 
use this device and have credit unions with hundreds of millions of 
dollars in deposits. Their record of successful operation is a nuurvel 
•ef the financial world — ^with practically no failures. While the time 
was not ripe in India of the early part of this century to make more 
than modest gains in this field, there have been enough highly 
successful operations to prove that a properly operated self-help 
structure can more than prove its worth to its members and the 
•community. 

Success and failures of co-operatives should be studied 

There is no need in this report to go into the failures of the past — 
they should be studied; but it is necessary to stress the need to build 
upon the success and learn from both successes and failures. Because 
of the complexity and diversity of many of the State laws governing 
‘CO-operation and co-operatives, no attempt is made here to fit a 
particular type of co-operative to a given use or area. Many of the 
recommendations herein are in conformity with existing State laws; 
while others, if accepted, will necessitate amending existing statutes. 
There is no recommendation in this report on co-operatives that has 
not been tried out in conversation with responsible co-operators and 
been found reasonable under Indian conditions. No part of these 
recommendations has received unanimous approval of co-operators 
save Ihe broad principles that co-operatives can be of great service 
to industrial India and should be large enou^ to form an economic 
.unit of operation. No attempt is made to fit the recommendations 
into the pattern of existing Indian law governing agricultural 
co-operatives; but time and experience will prove that the same 
general principles will be applicable in both fields. Many co- 
operatives will find themselves in both fields because the Indian 
village is inextricably agricultural and industrial at one and the same 
time. Under the ancient system of the division of labour in the 
village, the blacksmith and the cultivator have been interdependent 
upon each other. The leather worker could not exist but for the 
livestock owner who disposed of his deceased animala The Persian 
water wheel and the bullock cart have been manufactured locally 
and most of the agricultural products have never entered into 
national or international commerce. They are consumed at or near 
home by the community. Because of this existing pattern and its 
historic significance, there has been a great surge of belief in the 
multi-purpose co-operative society. The failures of these should be 
examined rather than ignored, as much can be gained therefrom. 

Co-operatives succeed as service agencies 

Co-operatives succeed where they can be a service agency to fill a 

need for producing or consuming members. As a rule, no attempt 
should be made to have co-operators associate in an act of production 
^ members. Much misinformation is at large in this regard. For 
instance many articles have been published by writers in other 
countries about the industrial co-operatives in &andinavia. ^ese 
mbmamed (by non-Scandinavians) industrial co-operatives are 
primarily successful service co-operative organization owned by 
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consumers or agricultural producers. They are used for manu- 
facturing or processing in certain fields as a service to their members - 
at cost. Whenever members are onployed in these co-operatively 
owned manufacturing plants, it is really not as co-operators but as - 
employees, together with others who are non-members. The- 
member-employees in the co-operative factories cannot, owing to the 
minor number they represent in the co-operatives as a whole, 
influence to any appreciable extent the policy or management of the 
factories where they are employed. In Chapter VI of this team’s 
report is a description of a new spinning mill recently erected in. 
India by a co-operative of weavers with the same general business 
structure as the successful Scandinavian co-operatively owned, 
industrial plants. 

India is committed to industrial change and activity. Its Five- 
Year Plan and development projects, such as Damodar Valley, mean,, 
among other things, that India will have industrial development in 
the villages and smaller cities. The history of electrical service from 
Ireland to Japan proves that local and small industry follows the- 
transmission line. As mentioned elsewhere, India’s millions need 
industrial products in such vast quantities that it staggers the- 
imagination. As consumptive needs are fiUed, the pro^erity of all 
India will gain in accelerated proportions. Indian co-operatives iu 
the past have thrived best in the small community among cultivators. 
To ima^ne an industrial India without co-operation as an important 
factor is to ignore the basic economic facts of the present time and 
era. Where co-operatives can best serve is a major problem. 

A directive principle of the Constitution of India (Part IV, 
Article 43) is ; “The State shall endeavour to promote cottage 
industries on an individual or co-operative basis in rural areas." 
Also, in the Constitution, in the Seventh Schedule, List 2 (State List), 
Article 32, it is specifically enumerated that co-operatives are to be 
chartered by State Governments. Co-operatives being thus mention- 
ed twice in the national Constitution, can well be said to be a part 
of the basic thinking of the Indian people through their government. 

The recommendations in regard to co-operatives in this report 
are^ based upon a presumption of the general knowledge of this 
^vision of powers. The national Government alone, or in collabora- 
tion with the States, operates in the field of ’encouragement’; while 
the State Governments have, in addition, to operate in the field of 
licensing and regulation. 


While the national directive only mentions co-operatives in 
relation to cottage industries, it is generally accepted belief on the- 
part of the people interviewed in India that the national Govern- 
ment has been, is and will be committed to a policy of encouraging 
all types of leidtimate co-operatives whose purpose is to aid people- 
to do those things together which they cannot do for themselves. 

In this report no attempt is made to segregate which part of the 
recommendations are of a national and which of the State scope as 
they will naturally fall into their respective compartments and' 
several of them would be found to be in both the fields. 
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Co'opcratives of all types are considered 

While the work of the team is confined to the ‘development of 
village and small industries in India’, it is an impossibility to put 
co-operatives serving industry in a compartment by themselves. 
ytriphnsis in the following recommendations is placed upon co- 
operatives as they serve industry but these recommendations, of 
necessity, go far aneld into the whole structure of co-operative effort. 

The following basic principles should be recognized and studied: 
and adapted wherever possible. 

1. Co-operatives should be used for credit. 

Lack of credit was one of the almost unanimous complaints from 
Indian small industrialists in all communities visited. However, in 
some of these communities there is enough idle capital to form the 
nucleus of successful co-operative financing institutions. Small 
enterprises should be encouraged to form co-operative credit associa- 
tions with a minimum of direct government participation. The 
Reserve Bank of India has the means and facilities for active help 
in such efforts. Concurrently, it is hoped that the regular banking 
institutions will enlarge and widen their rural facilities for the 
handling of accounts, and the physical depositing of money. The 
team found co-operatives, with no available banking facilities, whose 
officers go many miles by bus to deposit or withdraw small amounts 
of money. The creation of mobile co-operative banking units with 
a circuit of villages is suggested as a partial answer. With the new 
roads and communications this is possible when combined with the 
commonly accepted value placed upon law and order in the rural 
areas. 

2. Co-operatives should be used as procurement agents for their 

members. 

The smaller industrial enterpriser is at a distinct disadvantage 
in the procurement of goods. He often buys at retail and sells at 
wholesale. Within this one economic plight lie many of his woes. 
The small individual operator cannot often get the quality of raw 
material whereby he can manufacture an acceptable product. The 
Indian craftsman is reliable and extremely dexterous when given 
proper tools, but he cannot twn out a product to build a good 
reputation under existing procurement methods. He should join 
with other fellow craftsmen to form a co-operative to purchase for 
him on order — not speculatively. This organisation should purchase 
for cash, and provide members with goods for cash with no devia- 
tions. The credit co-operative or commercial bank can provide credit 
facilities. The technical institute programme outlined in this report 
should be of immediate and invaluable service to these procuronent 
co-operatives in aiding them to determine the type and quality of 
material to be purchased. 

3. Marketing co-operatives are often a necessity if the small indus- 

triatist is to compete beyond his local market. 

For goods sold entirely in communities of production there may 
not be any great need for such a co-operative, but for those sold 
away there is often a recognized need, especially when the ordinary 
channels of trade do not provide adequate services. The industrial 
marketing co-operative will have a much harder task to perform than 
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either the finance of procurement one. There are few successful 
patterns abroad or at nome in this field, but the principle is right 
u the means can be developed. A few general conc^te should be 
followed. TTie co-operative should never buy from its producer 
members. It should accept members* goods on consignment and sell 
them. Advances should be made on delivery with further payments 
as the goods are sold. Members of a marketing co-operative must 
accept the need for the co-operative to the extent that it will be 
their sole selling agent. Deviation will probably spell ruin as the 
co-operative will ordinarily get the second quality goods, and Ae 
best quality only in times of surplus. A fixed estimate of selling 
costs should be' retained high enough to cover anticipated costs 
including market promotion. At the end of pre-determined periods 
there should be either a refund of overcharge or an assessment of 
undercharges. 

The profitable marketing of the industrial products of India’s 
village and small-scale manufacturer presents some serious and 
difficult problems. The single operator is at a distinct disadvantage 
in competing for markets even a few miles away, as the costs 
involved are too high in proportion to his output. Co-operatively 
with others, this problem can be solved, with the end-result that the 
manufacturer can survive and the consumer should get better quality 
goods at a lower price. 

4. Co-operatives should stand on their own fefet. 

Governments should create a legal, economic and political climate 
wherein co-operatives of self-help nature can operate if their 
establishment is demanded by the people. For government to 
subsidize or spoon-feed them is usually a kiss of death. Subsidies 
are usually a premium on inefficiency and arc a tax on the consumer. 
Subsidized co-operatives are channels for a special few to gain 
special privileges from the many with the government as an instru- 
mentality. The government can, however, always help co-operators 
to build up experience and confidence by partial and initial participa- 
tion in co-operative ventures by capital, loans and advisory and 
managerial service. Co-operatives thrive where the government acts 
as a regulator-referee. In India, through its Reserve Bank, there is 
adequate structure for the financial help needed by co-operatives 
from outside capital. Grants should not be given; only loans. 

Co-operatives should not be taxed upon their legitimate business 
as agents for members nor should overcharges nor patronage refunds 
be considered as taxable income. However, when the co-operative 
wanders a field and does business for non-members it should be taxed 
on such business in the same way as any other entrepreneur. A real 
co-operative is a legal agent for its members and when it does busi- 
ness for them it can have no profits for itself — ^merely overcharges 
or under payments. When these are determined by a pre-arranged 
legally-binding contract they become non-taxable refunds of capi- 
tal; but if the co-operative does not have such pre-determined con- 
tracts with its members then it should not be entitled to tax exemp- 
tion. 

India has some peculiar problems of illiteracy. Many people with 
the best of intentions have felt that because of this the government 
must govern and run the co-operatives. Nothing is farther from the 



>• 

-•truth. Illi teracy has little to do with intelligence. Successful co- 
l-operatives composed largely of illiterate members were observed and 
studied by the team. These had succeeded by their own efforts with 
3 the government Registrar acting as guide, friend and adviser rather 
; than as operator. 

We found an alarming number of members of co-operatives who 
believe that the government owns the co-operatives. They refer to 
the organization as ‘theirs’ and not ‘ours’. This problem must be 
: fundamentally attacked by withdrawal of government from a pater- 
nalistic and functional attitude towards them. 

Co-operatives should he of the Limited Liability Type 

Few industrialists — large or small — will willingly join a co-opera- 
tive with more thsm limited liability. Unlimited or excessive liabi- 
lity tends to keep the provident and the thrifty out and to gamer 
into the co-operative less desirable members. There may have been 
".a time when such arrangements were needed; but that day has passed 
in the New India. Co-operative insurance and other devices have 
eliminated the need for un-limited or excessive liability. Co-opera- 
tives should function so as to develop the self-respect of their mem- 
bers and not make themselves feel like second class borrowers. 
■Coupled with this should be an adequate sci'eening of the financial 
risk involved with each member. 

'6. Co-operators need Education 

One of the greatest handicaps to successful industrial co-opera- 
tion in India is the lack of facilities for the training of co-operative 
leaders and managers in the fundamentals of the business organiza- 
tion. Co-operatives are subject to all the ills of ordinary business 
wkh the addition of many inherent in having a voting membership 
which contists of those who are both patrons and owners. There are 
few facilit'es in India for training these necessary leaders and mana- 
.'gers. The Reserve Bank of India and some co-operative leaders have 
recently embarked upon a plan to train some selected men from 
co-operati*.'es and government employees from co-operative depart- 
ments. Tnis is good and should be enlarged so that even a larger 
number of executives of co-operatives and men from co-operative 
-departments of government should be enabled to attend than is now 
•contemplated. Of equal importance should be the inauguration of 
•a programme to train co-operators themselves. If much of the money 
-and effort now spent by government in promoting the formation of 
co-operatives could be eliminated and transferred to education in 
the fundamentals of co-operation and co-operative management, much 
.good would result. 

Seminars and short-term Schools for Co-operative should he 
begun in every State of the Land. 

Co-operative management and organization are so complicated 
'that few leaders can be developed wi^out serious study of its prin- 
i-ciples. A contributing factor to the failure of co-operatives in India 
. has been the lack of education in the fundamentals of co-operation. 
While this report concerns itself with the place that co-operatives 
•^n have in industrial growth, there are certain facts where the whole 
field of co-operation must need be considered. In education this is 
particularly true. Immediate steps through the various governments. 
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Central and Stale, should be taken to work with all co-operative- 
groups to launch co-operative educational programmes in all areas- 
of the nation. Thousands from the rank and file of co-oi«rators and 
potential members of co-operatives need basic education in the prin- 
ciples and practices of co-operation. This should be provided within 
the areas in which they live. Pioneer work in this regard has been 
done in several Stales with astounding results in co-operative morale 
and service. In Ceylon there is a co-operative educational program- 
me where men devoted to co-operative effort can go for study and 
encouragement. Denmark, through the inspiration of its People’s 
High Schools, has been among the leader’s of the world in this re- 
gard. Its system might well be adapted to India in the development 
of an integral programme of better village and co-operative life. 

There are many highly qualified men in India who have gone 
abroad, to Denmark and Canada in particular, to study co-opera live 
education. Unfortimately, the knowledge gained by these men is 
often lost to co-operatives as in some cases they have retii-ed u few 
months after returning, and in others there has been no opportunity 
to make the knowledge gained available for India. There arc also 
some excellent young men who have gained a thorough education 
m economics and business administration abroad and who are today 
frustrated because they cannot find employment in the field of life 
where they can use their knowledge. From these there can be select- 
ed a splendid core to organize the co-operative education so terribly 
needed. People often think that all education needs big buildings. 
In scientific research this may be true; but in co-operative education, 
this is largely unnecessary. Informed and devoted men are the basis- 
of success. There are enough to do the job if given opportunity and 
encouragement. 

Money now appropriated for various less effective co-operative 
uses, such as subsidies, can be re-routed for use in these educational 
fields. Within a year there should be established in each State a. 
co-operative programme for educational purposes in the village and 
field. This can be co-ordinated with the Community Projects Ad- 
ministration in making available services for helping these centres 
in true co-operative educational work. The leaders at Antigonish in 
Canada have shown that study of co-operative principles and needs 
must precede the formation of successful co-operatives by at least a 
year on a community basis. This is a generally accepted fact. Exist- 
ing co-operatives should be encouraged but new ones can and should 
wait for education to catch up with enthusiasm if mistakes are to be 
avoided. 

A catakigue should be made of the existing co-operative educa- 
tional plans in India and a list prepared of the personnel available 
who have had study in the field of co-operation. From the latter 
group recruitment should be made of the educators for a truly 
people’s co-operative educational programme. The brains of the older 
men who have studied and retired or are about to do so should be 
utilised. A start can be made with the community project centres 
and plan an educational campaign of a permanent nature to train 
men and women in the theory and practice of co-operation. This 
work wilt 'oecome more ana more important as time goes on, because- 
education of this nature is never to a crowd but to a parade. This 
ill a field in which the goversmant can assist co-operatives without 
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.^uperizing them. This educational effort should be- directed toward- 
gaining men and women in co-operation so that they, of their own 
.liccord, can then organize and man successful co-operative. For a. 
jirecedent in this regard within the Commonwealth, there is the ex- 
ample of the Province of Saskatchewan in Canada. Existing educa- 
i^nal centres can be used for central work. The educational pro- 
gramme should ^ taken to the people. Various existing channels 
such as the Public Relations Department of some States can be uti- 
lized for dissemination of information and study of methods. In- 
vestment in this field by the Government of India will pay great 
dividends not only in helping to develop co-operatives; but also better 
integrated and informed men and women because, in the words of 
Dr. Peter Manniche of Denmark ‘co-operation itself is an education.’' 

7 . Research and Service Department for Co-operatives 

Through months of study preparatory to writing this report, the 
team was impressed with the lack of authentic information about the- 
management, economics, statistics and laws of co-operatives. Much 
of this has been touched upon in the preceding paragraphs. After 
taking due recognition of the research and statistical work being done 
by the Reserve Bank of India it is recommended that consideratiim 
be given to forming a district organization in a Ministry of the na- 
tional government or the Reserve Bank of India whose duties it 
will be: 

(1) to conduct studies of the economics, legal, financial social^ 

and other phases of co-operation, and publish the results 
thereof; 

(2) to promote the knowledge of co-operative principles and 

practices and to co-operate, in promoting such know- 
ledge. with educational and marketing agencies, co-opera- 
tive associations and others; 

(3) to make such special studies, at home and in foreign coun- 

tries and to acquire and disseminate such information 
and findings as may be useful in the development and 
practice of co-operation. 

Such an organization, of which there are precedents in other coun- 
taries, wd some creditable efforts in this country, will fit into the co- 
o^rative field by transmitting ideas from one association to another. 
One of the main functions of such an organization would be to make 
available to those attempting to organize and develop a new co-opera- 
tive the experience from similar preceding efforts. A co-operative 
Without access to such basic information tends to wither away much 
the saine way as an improperly pollenated plant. Cross-pdllenisa- 
tion of ideas brings vigour and is one of the ways in vrhich co-opera- 
tives can be greatly assisted. This function can well be performed 
by Government. 

An example of the type of work to be performed by this proposed 
tesearch and service department would be to make available for 
tx>-operatOTs in the country the record of existing successful co-opera- 
tives within the nation itself. There is a tendency for Indians to- 
wk of the case examples of good co-operatives abroad; but there 
would be a greater general knowledge of the good ones at home, 
^gore’s story of the ‘touchstone’ is applicable. There are ewonj^ 
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igood co-operatives in the country to encourage the Indian as to what- 
iie /»«n do. Immediately, a loose leaf text should be prepared, pre- 
.'Senting a few of the histories of the most successful co-operatives 
'existing in India. It should be enlarged as good examples are found. 
T his will serve two purposes — one, to be the basis of an Indian co- 
operative case history of good co-operatives, and secondly, to act as 
a stimulus to co-operators ‘to gain a place in this hall of fame. A 
m inimum expense would be involved in this undertaking. A highly 
personable young Indian should be assigned from government to 
keep constantly on the move and watch for successful co-operatives. 
When found, they should be studied and the reports then assembled 
and made available to a small board of review, consisting of officers 
from the various co-operative and panchayat associations. The ap- 
proved results should then be printed and disseminated throughout 
the nation for approved study in the field of co-operative education. 

-9. Government should gradually withdraw from direct Organization 
of Co-operatives 

The team reiterates its conviction that co-operatives must be orga- 
i Tiize d and developed by those who are to be served. At the risk of 
being a little slower in formation, it would be better to wait until 
the people themselves feel the need for these rather than for govern- 
ment promoters to have a time-table of co-operative organization 
to follow. Government can and should help create a plan by educa- 
tion in which co-operatives can be promoted and thrive but it should 
•gradually withdraw from the direct organization of specific co-opera- 
tives. It should be remembered that co-operatipn is after all a 
people’s movement. 

9. A Public Relations Programme is needed for Co-operatives 

Perhaps the biggest hurdle for co-operatives to jump in the im- 
mediate future is that of public relations. The public, while believ- 
ing in co-operatives, is so fed up with them as apparent parasites on 
the government that there is a terrific resentment in every State 
visited. U the general recommendation as to co-operation as out- 
lined in this report is followed then there will be the need of a cor- 
responding public relations campaign carried on to inform the think- 
ing public. People now going to others in business and the profes- 
sions for advice as to whether they should join a co-operative are 
faced with extreme criticism based upon well known co-operative 
failures. Too few will join co-operatives unless the local public 
opinion is friendly. This is the field of public relations and it should 
be assumed by the co-operators and the government jointly. If co- 
operation is ever to get off the ground, its fragile craft can much 
oasier take to the air under favourable conditions of public esteem. 
Local sentiment must be right and it can only be so with strong 
concentrated public relations. This matter should be made the haaif 
of serious study by co-operative leaders as there is no question but 
that the trend of antagonism can honestly be altered. Public rela- 
tions must be based upon truth and existing facts, and not built in 
41 dream world of propaganda. 

10. Co-operatives are in the Public Interest 

Co-operatives have received wide attention from the Food and 
Agriculture Organization of the United Nations. That organization 
bas just concluded its second regional conference on Co-i^rativea 
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in Asia, at Kandy, Ceylon, the first having been held at Lucknow, 
India, in 1949. A poli^ statement made for the Director-Generall 
of that organization at G^uelph, Canada, in May, 1949, is so pertinent 
to this report that we conclude the section on co-operatives with the 
following quotation from it: 

“FAO has no formula as to how co-operatives should be form- 
ed or managed, except that they must be in the public 
Interest and adapted to local needs and cultures. They 
are the direct antitheses of statism and are an effective - 
agency not only for economic services but for pro- 
moting education and a higher standard of living. The 
world must recognize that the dignity of man is increas- 
ed by helping man to help himself— which is the objety- 
tive of co-operatives.” 



CHAPTER VI 


THE INDUSTRIAL PROCESS— ITS IMPLEMENTATION 
Beginning of Industry in the Industrial Process 

Among many of the fine people we met on our tour in all levels of 
•the industrial process we believe we found some lack of apprecia- 
■tion in them of the great fundamentals of the industrial process. 

Therefore, before going into our recommendations we believe it 
necessary to state some of these fundamentals. 

(1) Satisfaction of the necessities and amenities of life result 

from the labour of the worker, to be a cultivator or an 
artisan. 

(2) You cannot divide what you do not first produce. 

(3) As each worker produces more through the application of 

inventions and the use of better tools and power, the 
total production rises resulting in more and more food, 
goods and services for all the people. 

(4) As production rises, new crafts and trades develop and 

interchange between them, in all phases of their acti- 
vity, become necessary. 

(5) As the economy expands, more and more desirable goods 

are produced; workers are released from their present 
tasks to take up other and eventually more advanced 
tasks. Thus the standards and amenities of life rise 
through ever greater production. 

As to individual production itself, this is readily understood in th'^^ 
•field of food production. If the cultivator does not produce enough 
food, it results in famine and starvation for himself, -his family and 
the nation. 

To the degree a cultivator produces more food, than his own needs, 
one of his fellow cultivators may be released from the production 
•of food to take up the tasks of the building of homes, the making of 
clothes, and the construction of roads. 

Thus begins the industrial process. 

As it develops, the pattern remains constant, regardless of its rate. 

We have expressed the above fundamentals because almost every- 
where we went we were confronted by the unjustified fear of un- 
employment because of rationalisation. With India’s needs and de- 
mres, such as for better housing, irrigation, roa^ etc. there should 
be_no unemployment. If India’s needs are to be met, the necessary 
shifts of effort to meet those needs would not in any sense be b^ 
•cause of unemployment, but because of overall advance. 

66 
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To' illustrate, in the field of transportation 
thousands of miles of new and improved roa<k. India & transpoiu 
tion today is based primarily upon the bullock hauling a cart with 

In .SSt lom nt Wl L-fing ““•“f i? SK Mrt 

road. Beyond a distance of about eight miles (one day s bullock cart 

range) from more modern forms of transportation, such ®® ^ 

i and railways, progress in village life becomes almost impossible. 


Both road and cart are subject to 
noted a tendency among some people to demand 
best because it is the ultimate best, illustrated by «>“C«te n ro^ 
construction requiring presently unavailable cement. Acti^iy 
-of the best indigenous solutions under pre.'ont conditions sn^io oe 
used, namely, better and harder bricks locally produced with local 
labour as the primary materia!. 


A bullock cart with antifriction wheel bearings alone will greatly 
increase the transportation capability of the bullocks. ^ ef people 
seem to demand only motor lon'ies. Such a cart already exists, as 
we observed it on our tour. 


The effect of these two simple improvements on the transporta- 
tion of India is almost beyond imagination. 

The wide construction of better bullock carts will usher in a whole 
new small industry needed for their production in village after 
village. 

In no sense can the financing of roads be considered deficit fin- 
ancing. 

Their building creates a capital value far beyond their cost. Their 
'Construction and the fields they open up in addition to employment 
for the interchange of goods and services and their contribution to 
a greater capacity to produce, are the major antidote to shortage 
and inflation. 


A short trip on the historic Grand Trunk Road will quickly de- 
monstrate the truth of how roads contribute towards real and lasting 
progress. 

In the sections which follow, \vc shall attempt to show what pro- 
cedures in some fields should be followed in order that India’s eco- 
nomic and social standards may advance. They cover by no means 
all the fields but do, we believe, illustrate the fundamentals. 

In the application of these few methods, small productive and 
seiwice organisations of every description will multiply and prosper. 

A Small Industry Corporation 


We recommend the establishment by the Centre with branches 
in the states or regions of a corporation devoted to the servicing of 
-small industry in the field of government indents in all its purchases 
-from industry. 


The Government and its departments, corporations and other 
subsidiaries and their branches and dependencies, are a source of a 
very large amount of business of every type and description, busine<^s 
; which can to a large extent be serv^ by small industry either di- 
^irectly or through the medium of sub-contracting. 
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It is most difficult for small industry to participate in this busi- 
ness because of its inherent organisational structure. It lacks the 
necessary engineering and sales organisations to contact the Govern- 
ment properly. It lacks, more importantly, the ability to afford the 
expenses of &ese business functions because of small volume. 

An All India Small Industry Corporation would of itself be large 
and should have a proper organisational structure. However, it 
should start small, taking indents in only two or three industries and 
working with a few small plants in each industry. As experience 
is gained from proven procedures the Corporation should be capable 
of rapid expansion to the extent necessary and desirable to properly 
serve small industry. 

It should be organised in general with the following functions: 

(1) A pi ociiremenl division with the power to preempt at least 

25 percent, of government indents at prices substantial- 
ly equal to those offered by the general business com- 
munity. Where the items especially fit small industries, 
and the small industries as a whole arc technically back- 
ward. it may be permitted to take a higher percentage. 
Some few fields of government indents are of course 
nol subject to production by small industry even through- 
ihe means of sub-contracting. 

(2) A contracting division who would in turn subcontract to 

small industry the indents it has taken. 

(3) An engineering division whose function would be to assist 

small industry in proper processing of the indents. They 
w’ould help determine the proper machine tools for effi- 
cient production of the goods. The proposed multi-pur- 
pose Institutes could be of great service in helping ins 
this field. 

(4) An inspection department to ensure that the goods are 

produced in complete accordance with the specifications. 

(5) A separate financial body within the corporate structure 

with power to direct the loaning of funds to the small 
industry for the purpose of producing the goods, includ- 
ing the purchase of modern machines and equipment 
where necessary. In addition, the Corporation should 
have the power to direct other financial institutions to* 
loan money on the guarantee of the Corporation. This 
function of Corporation is not, in any way, intended to* 
modify or limit the discussion of Finance in the other 
chapters. 

The Corporation should sub-contract only to those small indus- 
tries who show the necessajy managerial ability to operate efficient- 
ly. To those who are willing to modernize their methods; to those* 
who are willing and eager to pay high wages consistent with efficient 
production methods. 

Because of a successful performance in the fir.st instance, small' 
firms should have no continuing right to Government business through 
this Corporation. Neither should it be precluded from further busi- 
ness without the Corporation’s help. The sole purpose of the small 
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|)^ yin«»gg corporation is to help small business to establish itself as 
49fl|cient modem small units standing on their own feet in the com- 
The ^vorament, of course, benefits through the improve- 
iw yn t and^ widening of its sources of supply. 

Unless they are willing to organise themselves with proper techni- 
cal' personnel to take advantage of the corporation’s service with the 
first indent and to continue to progress by retaining the personnel 
and by taking advantage of the services of the proposed multi-pur- 

E ose Institutes where necessary in the future, then they should not 
e considered as eligible for the help of the corporation. 

The requirement for business and help from the corporation should 
be a sincere desire to improve and help the community in every way. 
This means a high wage policy based on high and efficient production 
with low prices and reasonable profits. 

Such a corporation can and should succeed in India as it did in 
other countries. 

Its loan business can and should operate at a profit. 

The whole effect should be to move small industry forward. 

A Plant for the purpose of Production and Training 

In the small industries we visited we found but few instances of 
modem equipment or modern practice. We believe such equipment 
and knowledge, to be essential for successful operation and develop- 
ment. 

It is essential to train large numbers of workers and small 
producers for the proper use of such really modem equipment, so 
that they would know how to handle it when it becomes available 
to them. There is no better way to learn this than by working on 
up-to-date equipment in an up-to-date plant. 

Such a plant or plants should be set up. The plants should be 
few in number. The goods produced should contribute in the fullest 
possible measure to the development of Indian economy. The 
requirements of this plant to accomplish its purpose are greater in 
the beginning than in ordinary private enterprise, because (1) enforced 
turnover may be needed to educate more broadly, (2) the purpose nf 
sub-contracting, in this case is to utilise small industry and not just 
to serve the plant itself, (3) equipment, in some minor degree but in 
no fundamental degree, may be chosen with a somewhat broader 
view and (4) the most modern of equipment should always be used 
when in some cases earlier models might do. This is again education. 

A government owned joint stock corporation or corporations are 
a possible means of finance and operation. This perxfiits autonomous 
management and operation. It also makes easy the eventual 
•cibmplete transfer to private owner^ip and operation. A transfer, 
we believe, essential in the long view. 

:. ;:They could accept on a proper tenure basis qualified workers, 
fiiiipervisors and small industrialists for training in their workshops 
im actual workers. The permanent worker staff should be of about 
tero-thirds of the total, 
ii iff. of c. ft I. 
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We believe the best field to enter would be in a plant to manu- 
facture relatively large central diesel electric generating plants for- 
community use in village and small towns. Such plants would in 
themselves be capital assets of great value. They would be self- 
supporting. They would be self-liquidating. They should be rented', 
or sold to the town or village based upon proper interest and 
amortisation rates. The operating expenses should be borne by the 
community in which they are installed. In other words, small local 
or groups of local public utilities charged with responsibility to deve- 
lop and sell power application. The installation of the diesel plants 
would enhance the potential village market for all kinds and 
description of goods and services^ i.c., lighting, small pumps, house- 
hold appliances, etc. The power they develop would release in 
qu^tity the great potential of India’s fine vUlage craftsmen and 
artisans. We suggest the plant to provide power equipment rather 
than machinery of one or more types because — 

(1) Availability of power is the first essential to industrial 

growth. 

(2) Power be applied to specific requirements through 

machines of different forms. There is no one best, 
method as a practical concept. 

(3) Availability of power releases the abilities to make evei 

better adapted to their tasks. The inventive genius- of 
many men. 

Through giving them power for modem equipment such as 
blowers, lathes, etc., they would enhance the capital of India, not 
drain upon her resources. 

We are of course familiar with the marvellous Indian river valley 
development of hydro and thermal plants totalling 1,000,000 k.w. 
But we are just as keenly aware of the millions of small wells which 
will still remain unserved by this power and whose potential demand 
alone totals far more than the KW to be produced. 

We do not wish at this time to suggest either the exact size of the 
investment nor the exact models to be produced, but the size and 
objectives of such a diesel manufacturing plant are approximately 
determinable. 

The first and governing factor should be the number of workers 
to be employed and this should be in the range of 1,000 to 2,000 per 
shift. Such a plant should have every department of manufacture and 
the ability to assemble at least twice its own pre^uction of com- 
ponents. 

It would consist of departments such as foundries, both ferrous: 
and non-ferrous, machine shops, automatic and semi-automatic, forge 
shops, heat treating and electrical shops. It would have maintenance 
shops employing every kind of tradesman and craftsman. Opportu- 
nities for the training of many men in many trades and crafts would 
exist in such a plant. It should sub-contract with small industries 
for a portion of the components of the machine. It should sub- 
contract only to those who modernize their methods and pay HipK 
wages. They should sub-contract only to those plants whose 
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m diesel plant and who associate Ihemselvrj 
progress Technology in order that they may continue lo 


crtr3^v. ^ diesel plant both worker and sunerv:- 

sory Should be trained on the machine themselves. 


pl^t shouW be designed and built and in its initial years 
managed and directed by men trained in mass production and 
equipped with machines with which they are familiar. By men who 
thoremghly believe in high wages and high production. Men who 
na\^ proven that under such conditions costs are low, wages are 
high as a result and great benefits rebound to the whole community; 
not to the selfish interests of either labour, managements or capital 
or Government. 


Such a diesel plant would provide to the village sources of power 
long beferre the great multi-purpose developments can be brought 
to bear in sufficient amounts to both agriculture and small village 
industry specifically, as their ^eatesl present lack is power. As the 
grid comes in they are readily movable to take up their task in 
more remote villages in ever widening circles. 

Such a plant would provide an inexhaustible w'ell of training. 

Since the plant would produce useful products, the cost of the 
training would be nominal and the training would be much greater 
and sounder than through comparable numbers of Indian technicians 
going abroad or of foreign experts coming here to teach. 

We think financial considerations are also in order. 

It takes an investment of 500,000 rupees to yield at 5 per cent 
the 25.000 rupees necessary to send one man abroad for one year’s 
training. Obviously it would not take the investment of the sums 
necessary to support very many men abroad to build such a diesel 
manufacturing plant; a plant in which the training of hundreds of 
men in every profession, craft and trade would occur with only 
nominal cost. 


We recommend it be financed and built. 


Of course we think the sending of Indian technicians abroad and 
the bringing of foreign experts here is very important. 


In providing for the bringing of foreign technicians to India to 
assist in the process of industrialisation and for selecting Indian 
industrial technicians for study and observation abroad, the follow- 
ing guiding principles should be rigidly adhered to. 


(A) Foreign technicians working in India: 

(i) There must be general agreement on the part of the 
officials. Government and/Or industrial that there is an 
important job which needs to be done and the assistarwe 
of a foreign technician is required and that he will be 
fully and effectively utilized. 


There should be positive assurance that the foreign 
' ’ technician wiU £ associated with highly compete^ 
Indian counterparts, w^ho will look upon the foreign 
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technician as ctae who can assist in exchanging ideas 
and bringing to the Indian scene additional experience, 
and assist in formulating programmes. 

(iii) The foreign technician must be established in an environ- 

ment which will permit him to effectively utilise his full 
abilities. 

(iv) Before starting to recruit foreign technicians, a thorough 

description of the job to be done in India should be 
developed. This is to assure that the foreign technician 
to be recruited has the highest technical competence 
required for the special assignment, thus assuring that 
he will be able to contribute fully. 

(B) For the Indian industrial technician to study abroad usually 
from the highest grades:! 

(i) Before deciding whether or not Indian technicians should 

be sent abroad, it must be first established that there is 
a definite job to be done in India which can be better 
done if a limited number of Indian industrial technicians 
are given specialised training in foreign countries where 
experience exists which can be adapted to Indian condi- 
tions. It must also be established that the necessary 
training opportunities do not exist in India. 

(ii) The Indian selected for foreign technical training should 

understand that selection is based upon his receiving 
training of a given nature in order to prepare him to 
give leadership in a specialised industrial field when he 
returns to India. 

(iii) The institution that is to provide the training in the 

foreign country must know in detail the nature of the 
job in India he is being trained to do. so that the training 
in the foreign country is tailored to provide the greatest 
adaption to India. 

If the above guiding principles are adhered to, there will be need 
for a lesser number of foreign technicians to be brought to India to 
accomplish the same purpose, than if they are chosen in violation 
of these principles. Likewise neither will there be a need for as 
large a number of Indian industrial technicians to be sent abroad for 
study. The total number needed of course is dependent upon the 
rate of industrialization. 

Restrictions upon Industry large and small arresting and preventing 

progress 

In order that we might better orient our thinking in the whole 
field of small industry, we visited towards the end of our trio a co- 
operative handloom area together with its spinning mill. It is in 
South India. 

We found here, we believe, conditions which point the way to 
progress in Indian industry. It was an inspiration. 

The handloom weavers at present have a tentative return (earn- 
ings) of 12 annas per day and put in a long day’s work. The co- 
operative has had to dip into its previous surplus to sustain this 
return in recent times. 
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and finishing plan themselves a dyeing 

testing better hVndlcMnS^ JnT ®?. experimental plant fo? 

looims. The better looms na i ePP™ee^™g the use of power 

to those membeS Sn/S S® Return 

greater productivitv a nrnnf^ annas because of their 
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Even after building out of the funds of their codoerative a rfva 
house and experimental plant, they have also joined in the bufldlS 

^ves^ material and thereby permit a better return to Ihem- 


The mill needs but little more on the equipment side to brine it to 
the highest standards of modem textile practice. 


Modem machinery is not enough. Indian industry needs to be 
set free from those restrictions supported by legislation and regula- 
tion which are illogical. These retard and even prevent employment 
and earning opportimities. One such illogical practice is the system 
of bonus. As the bonus system operates it prevents the determina- 
tion of liabilities until a long period of time has passed. No man, 
family, institution or government can soundly finance itself under 
such a system. Nor can it plan for the future or the present. 


WheUier an employee is prosperous or not does not determine the 
wage per employee should be paid. A worker is entitled to a fair 
and proper wage for his use of his skill regardless of who employs 
him. 


Adoption of better methods is invariably, through the leadership 
of successful employers. 

These better methods permit his employees to earn more because 
of greater production. Success should be encouraged not penalised. 

This principle stands out in this fine mill. The owners of the new 
spinning mill are themselves workers, who scrimped and saved from 
a meagre return to build the mill; a mill which free from restriction, 
can and should pay a wage of a rupee per hour to its employees. 
These employees, mostly former village agricultural workers are, 
for the first time, being employed in the best environments including 
even air conditioning. 


To say that they should be given a bonus on top of a rupee per 
hour wage, when the owners are themselves workers, earning about 
an anna per hour, is ridiculous on the face of it. 

The present policy governing rationalization is equally damaging. 

We observed another mill which, if it is allowed to properly 
rationalize can operate two shifts of needed production utilizing the 
number of employees now needed to operate the one shift. 
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It further denies the employment of at least 25,000 people, who 
under present Indian conditions are needed to operate over 250,000 
additional acres required to grow the additional cotton needed for 
the extra shift. It denies employment upon the railroads and other 
means of transportation as well as other ancillary occupations. It 
further deprives a factory such as Sindri Of about 5 per cent of its 
market; for that much fertilizer should be used in the growing of 
the cotton. 

It seems to us that to stop the processes of modernization and 
development for the mere purpose of apparently preventing tm- 
employment when in every field of India it needs goods and services 
such as roads, etc. is short sighted. Especially when in fact 
modernization creates employment. 

Higher wages under it lift the worker above a mere subsistence 
to a respected consumer of goods of every description. It preserves 
and enhances India’s position in the world as a producer for the 
world’s needs. To prevent it, forces stagnation and retrogression. 
All this is in the false fear that modernization can take place over- 
night. When in fact it is relatively slow evolutionary process which 
takes years and which India should accelerate. 

To return to the fine co-operatively owned spinning mill. The 
mill was first dedicated by the Prime Minister and again by the 
Minister of Commerce and Industry. We suggest that it be given 
complete freedom to operate in the most modem manner under the 
aegis of a very high level board. 

For we believe that it can and will point the way. That it can 
and will be almost a shrine in world’s textile progress. We equally 
fear that without it the poor weavers who created it will be denied 
its benefits and the mill itself condemned to mediocrity. 

SMALL PLANTS FOR DEMONSTRATION 

We believe thorcmghly in the decentralisation of industry. It is 
the best method by which agriculture can be effectively balanced 
with industry. Individual units of production should be brought to 
rural areas, not great centres of industry created which syphon 
population to them. Expansion within existing large centres already 
overcrowded with consequent degradation of proper living is to be 
discouraged. 

Agriculture in India is not as yet based upon steel implements 
other than hand tools. 

The tractor is emphasized overlooking the very small holdings 
even after consolidation and completely throwing out of considera- 
tion the fact that India has over 40,000,000 installed kilowatts of 
power in the form of bullock power. Power now most inefficiently 
utilized but capable of much greater production if the bullock is 
allowed to work with properly designed steel tools. Power, upon 
which sound evolution in agriculture can be based and which requires 
no revolution. 

Under present conditions India needs many well tooled small and 
efficient plants producing agricultural implements. We recommend 
the establishment of one. The steps are definite. First, the selec- 
tion of the type of implement and its market; second, the sound 



parts and repairs^the farmer^a^* sound design, including spare 
design be proven by ricid 

working in the closed fonahJl^^r qualified engineers 

the cultivators’ vie^oint actual cultivators and from 

involved or of the Satisfaction of either the businessmen 

nla^^onH^lit®® are completed then and only then should the 

shnllld^ U® ‘*®a*g«ed and determined. The plant 

should designed with the view that the cost of its product wul be 


♦K P^aot should have a service organisation oriented direct to 
the cultivator at his location and a sale force directed to filling the 
cultivators need at the cultivator’s location. They will ralidly 
become the most strident salesmen for better roads. ^ ^ 


It should be eventually sold to private enterprise and of courep 
should be operated from the beginning within that concept To try 
to help small industry and not to eperate within its concept largely 
deprives the effort of its value. 


Why do we stress the above organization procedure? Because in 
no cjne of the many plants manufacturing for the cultivator’s needs, 
did we find all elements present and as a general statement they can 
be said to be practically non-existent. 


The ineffectual use and partial waste of 40,000,000 k.w. of power 
ali'eady in being should in itself direct the highest priority to this 
.field. 


Another type of situaticfn also merits attention. In the many 
towns and villages manufacture of articles of the same general type 
are carried on in very small workshops, many in the homes of the 
artisans and craftsmen. Many of these are withefut electrical power 
with obsolete methods and machines; costs are high, w'ages 
atrociously low. 

We would recommend the establishment of a small ctr medium 
•sized plant of modem design and equipment to enter into the manu- 
facture of goo^ into which the skills off the residents of the village 
predominately enter. 

It should be adjacent to but not in a village to which a modern 
metalled road does not exist. The road should be built. 


The plant should be built upon that road the area along the road 
should be zoned to control all new buildings and homes along it but 
the government should only control the type ctf bazars and homes 
•etc. alnog it; especially area controls and standards of construction. 
Under no consideration should it build them, but financial assistance 
is quite in order. It is axicmiatic that along a broad highw^ lead- 
ing to a productive economic unit even though through a wilderness, 
homes, bazaars, services spring up as if by magic. 

The government needs only to direct the effor^ Its direction, 
should prevent flocking in of new people to take advantage of high 
wages and fine working conditions. It would arrest concentration 
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in big cities if carried out as should be. Decentralisation is by far 
the finest method of solving depressed living conditions, be they 
urban or rural. 

Many such places exist in India as they do in other lands. 
Decentralisation can and does solve them. If the effort of govern- 
ment or the company is in the field of support of the industrial plant 
only and if it does not go on to the building of bazaars and homes 
etc. only through zoning and setting of standards the worker and 
his wife will be free to create their own environment, and happiness 
results. To do the whole job, forcing workers and tradesmen intO" 
structures not of their own choosing is objectionable to them and 
usually leads to failure. 

All these plants should be sold to private operators as soon as 
possible. 

We cannot leave this chapter without pointing out again the 
interdependency of business, big and small, and of government with 
them. Some industries must by their nature be big; steel and other 
producers of basic materials should refrain from entering into 
competition with their customers, small industries. For small 
industry is the most essential element in the prefer fabrication of 
the basic materials to meet the myriad forms they take in satisfying 
the needs of the people. Small industry also complements big 
industry by aiding it through the medium of sub-contracting and 
service. 

Government must provide the atmosphere in which both can 
work aiding directly only initially and requiring that the responsi- 
bilities of all elements of the community be discharged and none 
favoured over the others. 



CHAPTER VII 


MARKETING AND DISTRIBUTION 

Consumption is the outlet of the grid system of industrial progress. 
Distribution and marketing are comparable to the transmission lines. 
Factories are the power plants of industry where the potential values - 
of raw materials are transformed into the kinetics of the mercantile 
world — fabricated or^ processed goods ready for consumptive- 
use. When production, distribution and consumption are in 
unison and working smoothly together, the mercantile and industrial 
world perform, a service for consumers comparable to the electrical 
field, where the potential power of coal or elevated water is changed 
into kinetic energy at the power plant and transferred to the con- 
sumer through the transmission lines. Then it is utilised through 
outlets in the homes, factories, shops and pumps of people. When 
coordination of all these elements fails, then there is economic mal- 
adjustment with various names, such as over-production, under con- 
sumption, unemployment and so forth. 

Efficient marketing and distribution of the products of industry 
is the next step that India must take if it follows the course to which 
it is committed — toward greater industrialisation and weliare of its 
people. 

The other chapters of this report are basically in the field of 
production, with only occasional deviations into that of distribution. 
This, we believe* is a logical approach to a national problem, because 
distribution without production is impossible and marketing and con- 
sumption cannot be thought of until production is in operation. The 
nearer they work in unison the better an economic condition. 

The team believes that the approaches to the economic problem 
designed in the preceding chapters can and will form the basis for 
a prosperous Indian development, provided diligent effort is made 
to develop markets. There is little use to design better quality goods 
nor have cooperators finance their industries, nor build technical 
institutes nor increase production, unless there is a corresponding 
effort in the field of marketing and distribution. 

Production must be geared to market needs 

Man pays for what he needs, whether or not he obtains ft. If he 
actually needs an item, then the lack of it often costs more than 
the thing itself. The use of inadequate and obsolete equipment 
costs more in money, time and patience than would the actual pur- 
chase of properly-designed modem replacements. Elevating the 
need of goods and services to a conscious desire for them is worthy- 
salesmanship. Need, however, is often confused with desire. Stimu- 
lation of desire without research considering the importance of the 

g articular need is the basic cause of much of the distrust of business 
y the public. 
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Production must be geared to market needs. Reiter^ing needs 
=are of two kinds — ^latent or felt. When a latent need can be clanged 
into a felt one, then the wheel of production, distribution and con- 
:sumption start to roll. As long as the needs are latent ot unexpress- 
ed, production is smothered and distribution is negligible. Quauty 
is usually low — cost is high. The greater the number of needs that 
are transferred from latent to felt, the more demand there is for 
service all over the grid of industry. 

India has one of the world’s largest potential markets, unrestric^ 
ed by internal tariffs. Europe, with less population, has many tariff 
barriers and even North America with half the population, has too 
tariff veins across it. The Indian people have as many latent needs 
for goods and services per person as any other people, they do not 
at present, have the felt needs for many of these, but ultimately 
the total volume of these needs per person should be as great. Man 
is the only thing that gives value to goods. India’s greatest potential 
for industrial progress is the fact that it has 360,000,000 people that 
need nearly everything. 

When the latent needs of these folks begin to change to felt needs, 
India will experience perhaps the greatest industrial revolution that 
the world has ever seen. The stage is set. India herself must make 
an attempt to create a demand among her people for the products 
of her men, machines and methods. India has, can and will have a 
certain percentage of the world export business, but this can never 
equal more than a small part of the commerce between its own 
people. 

The appropriate Ministry within the Government should begin 
to create a ‘merchandise mart’ economic climate. ‘Know-how* is 
largely wasted without ‘show-how’. The current international exhi- 
bition on Low-cost Housing in Delhi is a demonstration of the type 
of industrial display that should be encouraged, not only in home- 
building but in regard to agricultural equipment, household appli- 
ances, soft consumer goods, and numerous other products all over 
the country. Too often the Indian fairs of which there are great 
numbers, are largely in the field of entertainment and display pro- 
ducts and crafts which are very old in form. There are enough 
good proven products now available in the laboratories and factories 
of India which, if properly shown, will begin to create an insatiable 
demand for them and others of improved design, 'i^en people 
want needed things badly enough, they will try to work to earn 
enough to get them and the basic principle of sales promotion is to 
keep increasing this desire of people for more and more and better 
and better products at reasonable prices. 

^‘Made in India” products must be good 

The team found a tendency among Indians to look with disfavour 
upon goods made within India, and we met many Indians who deplore 
this attitude. The fact is that the Indian consumer is a discriminat- 
ing buyer and domestic industrial products offered for sale within 
the country have too often been of a quality not to give confidence 
to a buyer. They have not stimulated in him a desire to purchase 
more of the same or to encourage others to do so, both of which are 
real fundamentals of successful marketing. The Indian government 
can well begin to encourage industries to make the name ‘India’ on 



well man^actur^ products the “hall-mark” for the Indian pur- 
•cnaser. tJnce this is done, the greatest hurdle in changing latent 
needs to felt ones will have been crossed and the current of indus- 
tiMl progress can go into high flow. It is useless to consider the 
industrial development in India unless the manufacturers will be 
quality and grade-conscious. With tiie establishment of these funda- 
mentals, there will come a rapid evolution in the consumptive 
demands from the Indian people themselves. The team saw enough 
demonstration of this principle in the villages and cities to justSy 
its faith that the Indian consumer will provide an almost inei^aust- 
ible market for Indian production, if established grades of needed 
goods are offered for sale, and repeat orders can be secured of the 
same grade. 

Demand and supply should go together 

Demand and supply in India might be considered as two teams 
■engaged in a polo match. When the two sides are evenly matched, 
which is of great interest to spectators, the game often ends in a 
draw. When one side is far superior to the other, it is a one-sided 
affair and the spectators do not consider it an event worth watching. 
For the purpose of illustration if production materially outruns con- 
sumption, there is a serious glut in the market. If consumption out- 
runs production, inflation is the result. A balanced economy results 
when production and consumption move forward in step with each 
other. 

India has great diversity of climate, with monsoons being the 
all-controlling factor. But the changing climate of India, from the 
sub-artic temperatures of the Himalayas to the tropical conditions 
of the Cape Comorin, presents marketing possibilities of immeasur- 
able depths. Climate is one of the controlling factors in the distribu- 
tion of many commodities; in others, it is the physical characteristics 
of the land. These tend to create different needs nearly all of which 
India has perhaps as great diversity as any country in the world. 

In order to keep the industrial grid in balance, so that both the 
producer and consumer will profit, a few basic suggestions are here- 
with presented: 

(1) Production must be geared to meet consumers’ jelt needs 

expressed by effective demand 

Too often industry manufactures those things that it wants to 
produce rather than determining what the consumer wants. In a 
free economy, people buy those things that they desire and not, as 
a rule, what some manufacturer wants to sell them, unless he has 
made the necessary fitting of his product into what his customers 
need and desire. Ihe team found many examples of this in India, 
where obsolete goods are still being manufactured in spite of the 
fact that sales resistance was such that the demand for the product 
had almost worn off and there was instead an insistent request for 
an improved imported article. 

Indian industry, to succeed, must also test its products in the 
areas where they will be consumed, in order to find whether they 
will be of real value to the purchaser. As an example, there are 
millions of antiquated Desi ploughs being used by the Indian farmer. 
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He is beginning to have a felt need for improvements not only in 
ploughs but other non-motorized equipment of his bullocks. How- 
ever, we found practically no effort on the part of industrialists to 
find what the farmer ne^s, in order to provide him wito efficient 
equipment to fill his desires. India has many soil conditions which, 
means that no one type of plough, save perhaps to Desi, can be 
universally used, and yet, the manufacturers told us that they have- 
not been able to break into the Indian market with improved ploughs 
when, in all probability the reason was that the plough they wanted 
to sell was not adapted to local conditions. We also found a ten- 
dency on the part of the small industrialists to expect the villager 
to come to him for equipment and repairs rather than for him to 
go to the villager, to make a sale. We found enough exceptions to 
this to prove that where the producer makes an honest and serious, 
attempt to meet the consumer’s needs he has almost immediately a 
growing market. 


(2) Relating consumer needs to present or potential industries 

Indians, in common with other people often come to believe 
erroneously that goods from far away places are better than those- 
made nearer home. India’s economy can make rapid strides as soen 
as serious attempts arc made to relate consumer needs to present 
or potential industries. An example of this is given in another 
chapter of this report, in regard to brick for highways. We found 
in certain areas insistent demand for commercial fertilizers even 
though the costs involved were exhorbitant because of transporta- 
tion. Within the same area there was abundance of bone and other 
waste products that could be converted into fertilizer to fill this need, 
and yet no effort on the part of local industrialists or cooperators 
existed to perform this service. 


According to Indian nutritional authorities, the diet of the nation 
is deficient during part of the year in ‘protective foods’ which are 
surplus during another part of the year. In some other parts of the 
world, cooperators have often led the way toward food processing 
and preservation so that the abundance of nature’s crops that can- 
not be immediately eaten are conserved for months ahead. Only 
in a few instances in our discussions with the industrialists, co- 
oi^rators and others, did any one bring up the matter of local indus- 
tries based upon food processing. This is an idigenous industry that 
might well be the fore-runner for local health and for a rapid 
mcrease in employment. The preservation of mangoes, the proper 
storage of root vegetables, the quick freezing of leafy vegetables, the 
processing of citrus juice are only four of the multitudes of potential 
mdustnes that could be rapidly expanded in many areas of India 
Tj • have every possibility of a good consumer demand With 
Si - increasingly self^ufficient in food grains there uill 

be a heavy demand for commercial and cooperative storage facilities 
in mtenor areM of the country. Another example of a new indus- 
try just around the comer. We found a tendencv to 
talise agriculture and industry. This, we believ^ 
rected because each is inter-d^endent oTthe oSa^Thf 
mg, warehousing Md distributkm of local foods of thisVitLe^JS 
one of the most important opportunities for a ranid ndxronr«A 
boa pmflt m^dToos argZdaoi Z 
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(3) Uniform quality products 

^ mentioned earlier, consumers the world over appreciate 
unilorm quality. This does not mean that every article must be 
of the top-grade. There can be many grades but each one should 
TC separate and the product sold should scrupulously be classified 
to adhere to that grade. We found that in certain industrial items 
which can well be manufactured in large quantities in India, there 
is an insistent demand for imported goods rather than domestic. 
The reason was that the purchaser getting an established well graded 
imported product knew what he was buying, but when he purchased 
an Indian product, he was seldom sure. We found some notable 
exceptions of products manufactured in India with a standard grade 
continuously held. These had in a matter of a few years gained 
a consumej' popularity such that their sales were now well estab- 
lished on a national basis. There is no reason why industry could 
not manufacture many items that would have immediate acceptance 
and for which there is already a demand. We found a tendency 
cn the part of many industrialists to say that the field of quality con- 
trol .should be taken over by the Government. Once quality 
standards and grades are cooperatively determined by government, 
associations and trades, aided, where proper, by the organizations 
suggested in this report, then strong steps should be taken to see 
that labels always conform to the grade. The government must be 
a partner in the venture but basically, industry must police itself 
individually and through its trade associations mentioned in Chapter 
3 of this report. We also found a tendency for the development of 
a market for drugs and soft drinks of unknown quality sold in empty 
containers of a known reputable product. This is an example of 
the field of quality control into which the government must move 
and move quickly in order to protect the legitimate Indian manu- 
facturer from such unethical acts. 

IMarket News Service 

The multi-purpose Institute of Technology as proposed in Chapter 
1 should take the lead in providing the basis for a market news 
•service of great value to the industrialists and consumers alike. T^e 
team found almost a total lack of information of any reliability 
available to industrialist as to where their product was needed or 
from whence they might get good sources of supply for their plants. 
One of the most valuable services that can be provided for the small 
industrialist is to make available to him news of his commodity 
both as to sales and potential expanding or contracting markets. 
Today, alone in a small local centre of population he is at his •wits 
«nd to know what and in what quantities to manufacture. His 
demand is usually through not an impartial buyer for a middleman 
who makes an occasional call or perhaps the industrialist takes his 
completed wares and personally delivers them to a bazar where 
market facilities are available. In either method the system leaves 
him at a distinct disadvantage as he is selling into the dark and 
•does not know whgt happens in the darkness, to his product. We 
did note that those small plants who had their own salesmen in the 
held seemed to be doing better. A reliable market news service 
with reporters in all the principal markets and having contacts with 
world sources of information would immediately be of great value. 
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Market for Products 

Closely related to the market news service will follow the 
development of market penetration by progressive Indian 
prisers. We saw enough of the drive of these men to prove that 
with proper information they will go to work and develop markets.. 
For example, we found the beginnings of a successful pump business, 
as salesmen are beginning to contact agricultural finance coopera- 
tives in the electrical grid areas to find out what prospects there 
are for pump sales. The oil companies have developed a latent 
need for kerosene into a potential and active market by sending 
salesmen on commission into the homes of people even to fo^ 
storey apartments in the cities. The salesmen will walk up the 
stairs to fill the lamp and trim the wick. That same type of sales- 
manship will develop markets for many products all over India. 
Service must follow sales however and one-shot sales are to be 
condemned. The selling organization or individual must realize that 
future sales depend upon quality plus service on the first sale. To- 
sell for instance a farm tool with no spare parts available or one 
where the cultivator must come to the town to change a plough 
point because it is riveted instead of bolted, is market suicide. 
Salesmanship must be looked upon as an honourable profession and 
one w^here the seller and buyer can do business and continue as 
friends. Salesmanship to be sound can only be based upon products 
w'hich really serve the customer and where continuing service by the 
distributors is made available to that customer. Provision for 
sound service at reasonable cost to the customer is the essential 
basic foundation of industrial selling. 

Another example. The team met with a life insurance salesman 
w'ho had found that the rural market exceeded the urban in his 
areas for prospects with cash willing to buy insurance. He iiad 
w'orked out a route on roads where he could go by bicycle and was 
soliciting villagers to purchase life insurance. The results had 
been too gratifying that he had given up his city clientele and vas 
concentrating on the villager. Enough evidence of this nature w'as 
found from other salesmen, merchants and bankers to convince the 
team that the villagers have increasing amounts of cash and will 
spend it for worthwhile purchases — including life insurance and 
other methods of investments for savings. 

Ability of people to purchase 

We heard many sincere statements in one way or anotner ex- 
pressing scepticism as to the ability of the people to buy even when 
they had a desire to buy. We hold to the belief that the vicious 
circle of poverty for the small industrialists, his employee, and the 
millions of other under-privileged people can only be changed by 
making the circle into a spiral. This analogy was presented to the 
team by a thoughtful young Indian student and he is right. Pros- 
perity can never come on a rupee per day wage but with increased 
wages for modern production as mentioned so many times in this 
report, there will be money for sales of increasing amounts. For 
example, the team noted in a certain factory visited that five 
employees out of eight in one shift all had good wrist watches. This 
was so unusual that we asked some questions and found that those 
men were making five to seven rupees per day and were doing: 
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what men the world over were wanting to do — buying those things:; 
mey needed and wanted. Thus the spiral of prosperity was started. 

1 hey worked and made a product and not only made money enough 
to exist but to provide work for some one else to provide them with, 
me watches. The “extras” of today are the necessities of tomorrow. 
They create new jobs and are a bulwark against unemployment. 

We found numerous examples of successful enteiprises developing . 
new markets and making a good living while performing a service 
to an otherwise market-wise neglected people. An example; in one 
small city we mot a shirt salesman. He was a retired civil servant 
who had Become frustrated trying to live on his pension and also 
the idleness did not appeal to him. He had made an arrangement 
with a shirting sales organisation to provide him with a continuing 
supply of good medium quality shirting material. He had then 
hired an unemployed tailor and provided him with patterns for 
six sizes of shirts. He also made up a sales kit containing sample 
shirts together with samples of cloth, in various colours. He then 
started a house to house sales campaign for shirts. He timed his 
visits to call when the family were assembled for meals. Net result 
in two years he had taken enough orders that he now has three 
tailors and repeat orders enough to make a good living. All from 
a market in one of the poorest areas in India. 

Marketing Channels 

Historically, India's marketing channels have fallen into two 
great general fields — sales for cash and by barter. The cash field was 
restricted to a very few commodities as the great majority of the 
people lived in the villages and very little effort was made to bring 
products to the village whose sale required cash as a medium of 
exchange. For millions of villagers cash hardly existed as their 
services were paid for in commodities. The village potter was given 
an allocation of rice from producers for his wares, the barber was 
paid in cereals or other agricultural products when the village 
harvested its crop, the leather worker traded his tanned hide to 
others for food or utensils and so it went within a barter economy. 
The panchayat had certain dealings for cash but little ever circulated 
in the vallage. Banks for deposit were not available. Postal ser- 
vices were almost unknown hence again cash was not considered in 
usual transactions. 

The other division of the market was in the cities 
where the transactions were largely for cash and along regularly 
established trade lines. Wages were paid in money — the villager 
arriving in the city for work was often at a distinct disadvantage 
because of lack of experience in handling cash transactions but he - 
rapidly learned from experience and became part of the city life. 

While some individual transactions in the villages are still by 
barter or traditional pa^pient for service in kind, cash is becoming 
a medium of increasing importance. The children in the schools are ■ 
being taught money values in arithmetic; the post office department 
is rapidly bringing its services which include money orders to the 
village; roads are being built and with them the petrol station and 
the roadside dispenser of food and specialities; the process has begun 
of making cash a regular part of the village life. This means among 
other things, that the village is ready for increasing business with' 
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• other villages and -with the city. Money is becoming a common 
..medium of exchange. To see the change in action one has only to 
watch in parts of India the transition of the grain banks or golas 
into regular cash cooperatives. 

As pointed out in the preamble of this report, the bulk of the 
j potential customers for the new business ahead for Indian indiistria- 
. lists is in the rural areas although the cities themselves have more 
. customers than some great countries. Trade to the cities and within 
them should be pushed by progressive mercantile methods. With 

• higher wages trom efficient indust^ there is no_ question but that 
within a short time modern shopping centres will spring up. Dis- 
play of products will attract customers and the Indian will do it. 
For example, the green grocers of India are daily showing that with 

. a good product they can make an attractive display. If industry will 
.provide the quality goods at reasonable prices the retailer of India 
will do the rest. 

' The village no longer self-sufficient 

The day when the village or groups of villages were self-sufficient 
;in their economic needs is passed. They now need pumps, bicycles, 
motors, household equipment and the like. The village must have 
special attention as it is rapidly changing from a barter age to a 
mercantile one with cash as a medium of exchange. Banking must 
■ be widely extended as mentioned in other parts of this report; per- 
haps mobile, in some places. Quality goods built to serve the vil- 
lagers’ needs and not what some manufacturer wants to sell must 
be developed by research. Here, the multi-purpose Institute of 
'Technology and the School of Design will shoulder much of the 
research work. Display vans, perhaps from the institute, may well 
be sent into the rural areas, to acquaint these people with the new 
world o.i; goods. We observed one such van selling over 120.000 
rupees of merchandise a year. TTie wheel and spindles of Indian 
small industry will hum when this latent need for goods in the 
villages is transferred into felt needs and the urge to buy. Perhaps 
in the whole history of the world there has never been a more rapid 
transition from barter to cash than is now starting in rural India. 
'This part of the chapter may seem a bit repetitive and overstressed 
but we found so few industrialists that had ever considered the mat- 
ter ot rural marketing seriously that we felt it must be stressed. 

For example with the increase of cash transactions, literacy and 
•postal services to the village there is perhaps the opportunity to 
-develop a mail order business of large proportions. Business initia- 
tive on the part of merchants of integrity may well make the 

• Village market rapidly a large consumer of industrial products. The 
matter should be studied by business leaders who believe it in the 
future of thqi country. Traditional methods of mail order opera- 
tions in other countries should be studied and then blended into 
the Indian pattern of village life and some experiments made. To 

'begin with a display truck would be taken to the village and village 
fair. Later, as facilities and recognition of the value of service 
-develops, catalogues of dependable wares for the villager, profusely 
illustrated, could be prepared. The catalogues should be sold, at 
first, for a small amount and the price reduced from the first order. 
Experience has shown that this eliminates such waste in the deve^ 
Ilopment of a mail order business. There are many other me thods 
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of sales and market development that might be enumerated but 
tnat IS unnecessary in a general report such as this. The chief 
thing IS to point out that the trend of the times is making the 
village an accessible market to the rest of India and that business 
organisations both profit and loss and cooperatives should make 
careful study of the potentialities and begin to serve it. Industry 
will prosper or starve as merchandizers perform a service in this 
market 

Export Markets arc ever-changing 

Among the many centres the team visited were those of the lac 
and mica industries. These commodities together with other export 
products from India arc facing a fast changing world of supply and 
demand. Scientific developments have a determining influence upon 
the amount of these commodities that can find a profitable or even 
ready market abroad. Change is the one certain thing about all 
markets, especially export. The team observed that the Gtovern- 
ment of India has provided and is contemplating further extension 
of its scientific research programme for industry. Its great labora- 
tories in many fields are well-staffed and are doing hard work in 
scientific research. We found that some industries themselves are 
apparently not either fully cognizant of this availability of help and 
assistance or else are hesitant to use it. The team believes that the 
industry itself in these export commodities should shoulder the res- 
ponsibility of underwriting trade research work and coordinate it 
with the developments in India’s own laboratories and those of the 
countries where the goods ye normally sold. Search should be 

for new outlets in other countries and develop new uses in 
those now buying. Also, as India develops its own industrial life 
there will be an increasing local demand for these commodities. 

Briefly, we were impressed with the lack of leadership shown 
in many industries in trying to help themselves by searching for 
new uses and markets at home and abroad. We recommend an im- 
mediate industry wide conference in each major export commodity 
to a^raise themselves of the available scientific research findings 
and possibilities at home. That the industries finance their own 
organisations to work with purchasers and laboratories abroad in 
order that they may keep abreast of demand in world’s markets. 
Also, at home these industrial trade associations of the type out- 
lined in Chapter IV keep in constant touch with developments in 
domestic industry and try to fit the raw commodity to the new 
demands of commerce and industry. Other commodities in other 
countries arc successfully following this same pattern, notably, the 
coffee growers of Columbia, South America, where they have even 
financed their own splendid laboratory and keep trained scientists 
travelling the coffee trade routes to improve the market and quality. 

Marketing Service Corporation 

1. Marketing is a two-way street— the seller must make a profit 
to stay in business and the purchaser must get a serviceable pro- 
duct at a cost within his ability to pay. With this principle in 
mind of serving both producers and consumers, the overall objec- 
tive of a programme of industrialisation should be to — 

(a) stimulate needs and market demands; 

(b) assist industries in producing to meet these demands; and 
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(c) aid in getting the products into the market channels on 
to the people concerned. 

2. If the above cycle is to start operating and function effectively 
a number of things may need to be done simultaneously, such as — 

(a) making marketing analyses to determine consumer needs; 

(b) through education and advertising, stimulate consumer 

demands; 

(c) through market news service assist industries in becoming 

aw’are of the consumer demands ( covered in prior 
section); 

(d) provide the industries with the necessary technical help 

on designs, models, tools and methods and such other 
information as may be necessary to assist them in 
marketing desired products, to assure it will meet the 
demand (Institutes of Technology and the School of 
Design). 

3. Since the stepping up of the industrial process is of paramount 
importance to India it may be advisable for the Government to 
establish an autonomous Marketing Service Corporation having the 
following functions: 

(a) Through direct personal survey, select the consumer de- 

mands which can be transmitted to industries for 
production; 

(b) Work with industries either individually or through trade 

associations or co-operatives in soliciting their interest in 
taking up production of the products which have been 
determined as being in demand. 

(c) Secure orders from the wholesalers and retailers and pro- 

cess such orders either individually or through trade 
associations and marketing cooperatives. 

(d) To hasten the process of industrialization, it may be wise 

during the fiitst five years for the marketing service to 
have funds allocated to it so that it can actually place 
orders and then process them to the wholesalers and 
other sales outlets. The requirement to operate as a 
profit business is paramount. 

Once the industrialization process starts working it would be 
assumed that the corporation would be affiliated with the proposed 
institutes and that its activity would be then purely service and 
advisory. The Marketing Service Corporation should start imme- 
diately on a modest scale in specified areas and with specific pro- 
ducts. As experience is gained it should expand its operations. 
The Corporation should work closely with the proposed institutes 
in both initial planning and operations. The Marketing Service 
Coiporation would be in addition to the Customers Service Corpora- 
tion outlined for a particular field in Chapter II. There should aian 
be close contact and collaboration between the two. 
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Women 

Indian women have largely been apart from the mercantile and 
commercial world in India. Few women are clerks or managers of 
merchandizing establishment save the small family owned shops. 
Purchases are traditionally made by men even in department stores. 

This marketing report would be deficient if it did not bring 
forcibly to the attention of its readers the fact that this is changing 
and probably will change with accelerated speed. In most of the 
world women are not only the shoppers but the salesmen of goods 
of many types. With the emancipation of women by the Constitu- 
tion, with courteous stewaidesses on the airlines, with the highly 
efficient women secretaries in some commercial offices, the die is cast. 
Millions of other women are ready to do likewise and with the co- 
educational system of the country getting into full swing the chang- 
ing place women will be irresistable. India is doing this herself 
of her own accord we are merely observing the transition. 

In the field of marketing and providing for the sales of indus- 
trial production the changing status of women is perhaps the 
greatest factor to be considered save the one of the charge from 
barter to cash in the village. Women traditionally buy more than 
men if given the opportunity. With Indian women receiving pay 
as workers in the professions and industry a whole new world of 
market possibilities opens up for the merchant. Sweden and Japan 
present examples of how this process changes traditional merchan- 
dizing. 

Conclusion 

Back to the original comparisons at the beginning of this chapter. 
The facilities for installing the power plants of industry are avail- 
able through industrial development. The transmission lines of 
distribution can be built from within the Indian economy and the 
outlets for the use of power that can change it from potential to 
kinetic can be multiplied by acceleration. The marketing of build- 
ing materials for new reasonably priced village homes built from 
indigenous materials; the salesman of shirts with his three em- 
ployees; the driver of the experimental van; the woman clerk in 
the department store; the merchant who displays and sells the 
quality products of industry are all important builders of both man 
and stable economy. Another part of this report stated a funda- 
mental truth of economics— you cannot divide what you have not 
produced; we add you cannot continuously produce unless you sell. 



CONCLUSION 

We have confined ourselves in the writing of this report to the 
broad aspects of those things which we believe merit the greatest 
consideration. 

In the field of agriculture, which necessarily was given first deve- 
lopment priority, good progress is being made. We found, however, 
that the rate of development within the field of small industries is 
much slower than the rate of development that can be attained. 

In the various chapters of this report we have recommended a 
number of measures, all intended to eliminate difficulties and to 
foster improvement. The measures recommended vary in character 
and include the setting up of institutions and production units as 
well as suggestions in the policy of assistance and encouragement. 

The recommendations in the preceding chapters are those which 
to us are the ones of first importance. They cover by no means 
all of the fields where effort is desirable or required. Tlhey come in 
the category of first things first. 

They represent, wo are sure, such basic fundamentals, that if 
they are brought to successful fruition they will accelerate and 
enhance progress now being made. 

We wish to point out that an excellent plan badly executed is 
no plan at all, while a good plan brilliantly and unselfishly executed 
yields abundance. 

Throughout our tour in all places and among all people, we met 
with the utmost in courtesy, cooperation and consideration. 

To all we extend our sincere appreciation. 

Made at New Delhi, India, 

27fh March, 1954. 

Sven Hagberg, Chairman 
Ramy Alexander 
Hans Grundstrom 
Raymond Miller 
C. Leigh Stevens 
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Mr. C. Leigh Stevens, of the U.S.A., since 1924 has been the 
head and owner of his own firm in the professional practice of 
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Maryland. He began professional work in this field in 1919. Mr. 
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Graduate School of Business Administration, ii^tructing industrial 
managers and top administrators on the industrial proces, manage- 
ment organization, and human energy. 
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used mathematical formula, which he developed, on the application 
of Human energy to the industrial process. His clients -which 
number in the hundreds and are in every field of American industry 
—Have achieved both the reputation of paying the highest wages in 
their respective fields along with the lowest production costs. 
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per organizational structure for efficient overall management. 
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